








TWICE A MONTH 


VOLUME VI JANUARY 15, 1940 $3.00 A YEAR 





7 





THE STATE OF THE UNION 


Message to Congress 
By President Franklin D. Roosevelt 
Page 194 





The Crisis and Our Responsibility Politics as a Profession 
COMMON-SENSE IS LACKING WHEN THE POLITICIAN FAILS, DEMOCRACY FAILS 
By Mary E. Woolley By James A. Farley 
Author, Educator and Expert on International Affairs Postmaster General 
Page 205 Page 213 


Towards a New World Order Moral .Re-Armament 


INTERNATIONAL DISARMAMENT IS NOT IMPOSSIBLE CIVILIZATION’S LAST HOPE 
By P. J. Noel Baker By Arthur Capper 


Member of Parliament of Great Britain United States Senator from Kansas 
Page 215 


Page 208 
The Present Need for a Sane Labor Policy and the Volume 


Commercial Policy THEY DO = meas tage ag OF PEACE 
ECONOMIC AND COMMERCIAL WARFARE IS A ; AND STABILITY 


CONSTANT MENACE TO PEACE 
By Leo Wolman 


Pi Bry Aig y Professor of Economics, Columbia University 
eo Page 216 


Page 210 
Heroic Stand for Freedom The Present Nature of the 


THE FORCES OF PRIMITIVE SAVAGERY HAVE BEEN Recovery Problem 
UNLOOSED UPON THE WORLD POLICIES THAT HAVE LONG IMPEDED INVESTMENTS 


By Herbert Hoover By Sumner H. Slichter 
Ex-President of the United States Professor of Business Economics, Harvard University 
Page 219 Page 220 


MATTERS OF COMMON INTEREST 


“The British Government is Not Trying to Drag You Into the War” 


By the Marquess of Lothian 
Ambassador of Great Britain 
Page 197 


DEMOCRACY SHALL NOT BE PLOWED UNDER 
Earth’s Last Best Hope 


By J. W. Studebaker 
United States Commissioner of Education 
Page 202 


RU 
> : 3 


IMPARTIAL : AUTHENTIC 


aprten 


<! 














MS FBOANSAL AL BEI Rete RE 


ony Fs 


























CLES at 
apat SO. Wee 














THE BEST THOUGHT OF THE BEST MINDS ON CURRENT NATIONAL QUESTIONS 





: ae 
= Buby 
ee es ee oe 


aeons ane ee 


Vital Speeches of the Day 


REG. U. S. PAT. OFF. 









VOL. VI 


NEW YORK, JANUARY 15, 1940 


NO. 7 





The State of the Union 


MESSAGE TO CONGRESS 
By PRESIDENT FRANKLIN D. ROOSEVELT 
Delivered, January 3, 1940 


(Interpolations in brackets) 


S the Congress reassembles, the impact of wars abroad 
makes it natural [I think] to approach “the state of 
the Union” through a discussion of foreign affairs. 

But it is important that those who hear and read this mes- 
sage should in no way confuse that approach with any 
thought that our government is abandoning, or even over- 
looking, the great significance of its domestic policies. 

The social and [the] economic forces which have been 
mismanaged abroad until they have resulted in revolution, 
dictatorship and war are the same as those which we here 
ire struggling to adjust peacefully [and] at home. 

You are well aware that dictatorships—and the philos- 
phy of force which justifies and accompanies dictatorships— 
have originated in almost every case in the necessity for 
drastic action to improve internal conditions where demo- 
cratic action for one reason or another has failed to respond 
to modern needs and modern demands. 

It was with far-sighted wisdom that the framers of the 
Constitution brought together in one magnificent phrase 
three great concepts—‘‘common defense,” “general welfare” 
and “domestic tranquillity.” More than a century and a 
half later [on] we [who are here today] still believe with 
them that our best defense is the promotion of our general 
welfare and domestic tranquillity. 

In previous messages to the Congress I have repeatedly 
warned that, whether we like it or not, the daily lives of 
\merican citizens will, of necessity, feel the shock of events 
on other continents. [And] this is no longer mere theory, 
for it has been definitely proved [here] by the facts of yes- 
terday and today. 

To say that the domestic well-being of 130,000,000 Amer- 
icans is deeply affected by the well-being or the ill-being of 
the populations of other nations is only to recognize in world 
affairs the truth [that] we all accept in home affairs. 

If in any local unit{s]—a city, county, State or region— 
low standards of living are permitted to continue, the level 


of the civilization of the entire nation will be pulled down- 
ward. 

The identical principle extends to the rest of [the] civil- 
ized world. But there are those who wishfully insist, in 
innocence or ignorance or both, that the United States of 
America as a self-contained unit can live happily and pros- 
perously, its future secure, inside a high wall of isolation 
while, outside, the rest of civilization and the commerce and 
[the] culture of mankind are shattered [throughout]. 

I can understand the feelings of those who warn the 
nation that they will never again consent to the sending of 
American youth to fight on the soil of Europe. But, as I 
remember, nobody has asked them to consent, for nobody 
expects such an undertaking. The overwhelming majority 
of our fellow-citizens do not abandon in the slightest their 
hope and [their] expectations that the United States will 
not become involved in military participation in the [these] 
wars. 

I can also understand the wishfulness of those who over- 
simplify the whole situation by repeating that all we have 
to do is to mind our own business and keep the nation out 
of war. But there is a vast difference between keeping out 
of war and pretending that this war is none of our business. 

We do not have to go to war with other nations, but at 
least we can strive with other nations to encourage the kind 
of peace that will lighten the troubles of the world, and by 
so doing help our own nation as well. 

I ask that all of us everywhere think things through with 
the single aim of how best to serve the future of our own 
nation. I do not mean merely its future relationship with 
the outside world. I mean its domestic future as well—the 
work, the security, the prosperity, the happiness, the life of 
all the boys and girls of the United States, as they are inevi- 
tably affected by such world relationships. For it becomes 
clearer and clearer that the future world will be a shabby 
and dangerous place to live in [yes ]—even for Americans to 
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live in—if it is ruled by force, force in the hands of a few. 

Already the crash of swiftly moving events [all] over the 
earth has made us all think with a longer view. Fortunately, 
that thinking cannot be controlled by partisanship. The 
time is long past when any political party or any particular 
group can curry [or] capture public favor by labeling itself 
the “peace party” or the “peace bloc.” That label belongs 
to the whole United States and to every right thinking man 
[and], woman and child within it. 

For out of all the military and diplomatic turmoil, out of 
all the propaganda and counter-propaganda of the present 
conflicts, there are two facts which stand out and which the 
whole world acknowledges. 

The first is that never before has the Government of the 
United States done so much as in our recent past to estab- 
lish and maintain the policy of the good neighbor with its 
sister nations. 

The second is that in almost every nation in the world 
today there is a true public belief that the United States has 
been, and will continue to be, a potent and active factor in 
seeking the re-establishment of peace. 

[Yes,] in these recent years we have had a clean record 
of peace and good-will. It is an open book [a book] that 
cannot be twisted or defamed. It is a record that must be 
continued and enlarged. 

So I hope that Americans everywhere will work out for 
themselves the several alternatives which lie before world 
civilization, which necessarily includes our own. 

We must look ahead and see the possibilities for our chil- 
dren if the rest of the world comes to be dominated by con- 
centrated force alone—even though today we are a very great 
and a very powerful nation. 

We must look ahead and see the effect on our own future 
if all the small nations throughout the world have their inde- 
pendence snatched from them or become mere appendages to 
relatively vast and powerful military systems. 

We must look ahead and see the kind of lives our children 
would have to lead if a large part of the rest of the world 
were compelled to worship [a] god imposed by a military 
ruler, or were forbidden to worship God at all; if the rest 
of the world were forbidden to read and hear the facts—the 
daily news of their own and other nations—if they were de- 
prived of the truth [that] makes men free. 

We must look ahead and see the effect on our future gen- 
erations if world trade is controlled by any nation or group 
of nations which sets up that control through military force. 

It is, of course, true that the record of past centuries in- 
cludes destruction of [many] small nations, enslavement of 
peoples and building of empires on the foundation of force. 
But wholly apart from the greater international morality 
which we seek today, we recognize the practical fact that 
with modern weapons and modern conditions modern man 
can no longer live a civilized life if we are to go back to the 
practice of wars and conquests of the seventeenth and eigh- 
teenth centuries. 

Summing up this need of looking ahead, and in [the] 
words of common sense and good American citizenship, I 
hope that we will have fewer American ostriches in our 
midst. It is not good for the ultimate health of ostriches to 
bury their heads in the sand. Only an ostrich would look 
upon these wars through the eyes of cynicism or ridicule. 

Of course, the peoples of other nations have the right to 
choose their own form of government. But we in this nation 
still believe that such choice should be predicated on certain 
freedoms which we think are essential everywhere. We know 
that we ourselves will never be wholly safe at home unless 
other governments recognize such freedoms. 





Twenty-one American republics, expressing the will of 
two hundred and fifty million people [the will] to preserve 
peace and freedom in this hemisphere, are displaying a unan- 
imity of ideals and practical relationships which gives hope 
that what is being done here can be done on [every] conti- 
nent. We in all the Americas are coming to the realization 
that we can retain our respective nationalities without, at the 
same time, threatening the national existence of our neigh- 
bor. 

Such truly friendly relationships, for example, permit us 
to follow our own domestic policies with reference to our 
agricultural products, while at the same time we have the 
privilege of trying to work out mutual assistance arrange- 
ments for a world distribution of world agricultural sur- 
pluses. 

And we have been able to apply the same simple principle 
to many manufactured products—surpluses of which must 
be sold in the world export markets if we would continue 
a high level of production and employment. 

For many years after the World War [as we know today], 
blind economic selfishness in most countries, including our 
own, resulted in a destructive minefield of trade restrictions 
which blocked the channels of commerce among nations. 
[Indeed] this policy was one of the contributing causes of 
existing wars. It dammed up vast unsalable surpluses, help- 
ing to bring about unemployment and suffering in the 
United States and everywhere else. 

To point the way to break up the log-jam, our Trade 
Agreements Act was passed—and based upon a policy of 
equality of treatment among nations and of mutually profit- 
able arrangements of trade. 

It is not correct to infer that legislative powers have been 
transferred from the Congress to the executive branch of the 
government. Everybody recognizes that general tariff legis- 
lation is a Congressional function, but we know that, because 
of the stupendous task involved in the fashioning and passing 
of a general [tariff] law, it is advisable to provide at times 
of emergency some flexibility to make the general law adjust- 
able to quickly changing conditions. 

We are in such a time today. Our present trade-agreement 
method provides a temporary flexibility and is, therefore, 
practical in the best sense. It should be kept alive to serve 
our trade intere ‘s—agricultural and industrial—in many 
valuable ways during the existing wars. 

But what is more important, the trade agreements area 
should be extended as an indispensable part of the foundation 
of any stable and durable peace. 

The old conditions of world trade made for no enduring 
peace, and when the time comes the United States must use 
its influence to open up the trade channels of the world in 
order that no nation need feel compelled in later days to seek 
by force of arms what it can well gain by peaceful confer- 
ence. For this purpose we need the Trade Agreement Act 
even more than when it was passed. 

I emphasize the leadership which this nation can take 
when the time comes for a renewal of world peace. Such an 
influence will be greatly weakened if this Government be- 
comes a dog in the manger of trade selfishness. 

The first President of the United States warned us against 
entangling foreign alliances. The present President of the 
United States subscribes to and follows that precept [and I 
hope that most of you will agree], that trade cooperation 
with the rest of the world does not violate that precept in 
any way. 

Even as through these trade agreements we prepare to 
cooperate in a world that wants peace [we hope], we must 
likewise be prepared to take care of ourselves if the world 
cannot attain peace. 
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For several years past we have been compelled to 
strengthen our own national defense. That has created a 
very large portion of our treasury deficits. This year, in the 
light of continuing world uncertainty, I am asking the Con- 
vress for army and navy increases, which are based not on 
panic but on common sense. They are not as great as en- 
thusiastic alarmists seek. They are not as small as unrealistic 
persons claiming superior private information would demand. 

As will appear in the annual budget tomorrow, the only 
important increase in any part of the budget is the estimate 
for national defense. Practically all other important items 
show a reduction. [But you know you can’t eat your cake 
uvd have it, too.] Therefore, in the hope that we can con- 
tinue in these days of increasing economic prosperity to 
reduce the Federal deficit, I am asking the Congress to levy 
uficient additional taxes to meet the emergency spending 
tor national defense. 

Behind the army and navy, of course, lies our ultimate 
line of defense—‘“the general welfare” of our people. We 
cannot report, despite all the progress we have made in our 
domestic problems—despite the fact that production is back 
to 1929 levels—that all our problems are solved. The fact 
of unemployment of millions of men and women remains a 
symptom of a number of difficulties in our economic system 
not yet adjusted. 

While the number of the unemployed has decreased [very 
greatly], while their immediate needs for food and clothing 

as far as the Federal Government is concerned—have been 
largely met, while their morale has been kept alive by giving 
them useful public work, we have not yet found a way to 
employ the surplus of our labor which the efficiency of our 
industrial processes has created. 

We refuse the European solution of using the unemployed 
to build up excessive armaments which eventually result in 
dictatorships [in the world]. We encourage an American 
way, through an increase of [our] National income which is 
the only way we can be sure will take up the slack. Much 
progress has been made [and] much remains to be done. 
\We recognize that we must find an answer in terms of work 
iad opportunity. 

The unemployment problem today has become very defi- 
nitely a problem of youth as well as of age. As each year has 
vone by hundreds of thousands of boys and girls have come 
of working age. They now form an army of unused youth. 
‘They must be an especial concern of democratic government. 

We must continue, above all things, to look for a solution 
of their special problem. For they, looking ahead [to live], 
ire entitled to action on our part and not merely to admoni- 
tions of optimism or lectures on economic laws. 

Some in our midst have sought to instill a feeling of fear 
ind defeatism in the minds of the American people about this 
problem. ‘To face the task of finding jobs faster than inven- 
tion can take them away is not defeatism. To warble easy 
platitudes that if we will only go back to ways that have 
tailed, everything will be all right [—that] is not courage. 

We met a problem of real fear and real defeatism in 1933. 
We faced the facts—with action, [and] not with words 
(alone ]. 

‘The American people will reject the doctrine of fear, con- 
fident that in the Thirties we have been building soundly a 
new order of things different from the order of the Twenties. 
In this dawn of the decade of the Forties, with our program 
of social improvement started, we must continue to carry on 
the processes of recovery so as to preserve our gains and pro- 
vide jobs at living wages. 

‘There are, of course, many other items of great public 
interest which could be enumerated in this message—the 
continued conservation of our natural resources, the improve- 





ment of health and [the bettering of] education, the exten- 
sion of social security to large groups, the freeing of large 
areas from restricted transportation discriminations, the ex- 
tension of the merit system and many others. 

Our continued progress in the social and economic field is 
important not only for the significance of each part of it 
but for the total effect which our program of domestic better- 
ment has upon that most valuable asset of a nation in dan- 
gerous times—its national unity. 

The permanent security of America in the present crisis 
does not lie in armed force alone. What we face is a set of 
world-wide forces of disintegration—vicious, ruthless, de- 
structive of all the moral, religious and political standards 
which mankind, after centuries of struggle, has come to 
cherish most. 

In these moral values, in these forces which have made 
our nation great, we must actively and practically reassert 
our faith. 

These words—‘“national unity”—must not be allowed to 
become merely a high-sounding phrase, a vague generality, a 
pious nope, to which every one can give lip-service. They 
must be made to have real meaning in terms of the daily 
thoughts and acts of every man, woman and child in our 
land during the coming year and the years that lie ahead. 
lor national unity is, in a very real and deep sense, the fun- 
damental safeguard of all democracy. 

Doctrines which set group against group, faith against 
faith, race against race, class against class, fanning the fires 
of hatred in men too despondent, too desperate to think for 
themselves, were used as rabble-rousing slogans on which dic- 
tators could [rise] to power. And once in power they could 
saddle their tyrannies on whole nations [, saddle them] on 
their weaker neighbors. 

[Yes] this is the danger to which we in America must 
begin to be more alert. For the apologists for foreign ag- 
gressors, and equally those selfish and partisan groups at 
home who wrap themselves in a false mantle of Americanism 
to promote their own economic, financial or political advan- 
tage, are [now] trying European tricks upon us, seeking to 
muddy the stream of our national thinking, weakening us 
in the face of danger, by trying to set our own people to 
hnghting among themselves. Such tactics are what have 
helped to plunge Europe into war. We must combat them, 
as we would the plague, if American integrity and [Amer- 
ican] security are to be preserved. We cannot afford to face 
the future as a disunited people. 

We must as a united people keep ablaze on this continent 
the flames of human liberty, of reason, of democracy and of 
fair play as living things to be preserved for the better world 
that is to come. 

Overstatement, bitterness, vituperation, and the beating of 
drums, [they] have contributed mightily to ill-feeling and 
wars between nations. If these unnecessary and unpleasant 
actions are harmful in the international field, they are also 
hurtful in the domestic scene. Peace among ourselves would 
seem to have some of the advantage of peace between us and 
other nations. And in the long run history amply demon- 
strates that angry controversy surely wins less than calm 
discussion. 

In the spirit, therefore, of a greater unselfishness, rec- 
ognizing that the world—including the United States of 
America—passes through perilous times, I am very hopeful 
that the closing session of the Seventy-Sixth Congress will 
consider the needs of the nation and of humanity with calm- 
ness, [with] tolerance and [with] cooperative wisdom. 

May the year 1940 be pointed to by our children as an- 
other period when democracy justified its existence as the 
best instrument of government yet devised by mankind. 
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“THE BRITISH GOVERNMENT IS NOT TRYING TO DRAG YOU INTO THE WAR” 


By the MARQUESS OF LOTHIAN, Ambassador of Great Britain 
Delivered Before the Chicago Council of Foreign Relations, January 4, 1940 


' \ J E in Europe tend to regard the Middle West as an 
unknown and incomprehensible land. We hear a lot 
about New York and the Eastern States. We hear 

even more about California and Hollywood. But we are told 

that the real heart of America beats beyond the Alleghenies 
and that it is there that the real decisions about American 
policy are made. So I am glad to be among you, for the first 
time, in my new role of British Ambassador to the United 

States. 

I am not sure that the so-called mystery land of the 
Middle West is really so mysterious. I came here first in 
1912 and I have visited it many times since. I have found 
as warm hearts and as hard heads here as in any other part 
of your country, and personally I have received nothing but 
kindness and friendliness wherever I have gone. 

I conceive that it is part of the duty of a British Ambas- 
sador to explain to the American public, so far as he judi- 
ciously can, what his own countrymen think about matters 
of common interest just as your excellent Ambassador in 
London, Mr. Kennedy, is continually explaining to the Brit- 
ish people what you think. That, I believe, is essential to 
healthy relations between any two democratically controlled 
peoples. 

The genius of Democracy depends upon freedom of 
speech. That means that every true democracy wants to 
hear all sides of every great question, whether it is domestic 
or whether it is international. It must do so if it is to arrive 
at sound judgments. I don’t believe that you want me merely 
to utter a few meaningless diplomatic commonplaces tonight. 
I believe that you would prefer to hear an honest account of 
what we in Britain think and hope and fear about the most 
serious problem in the world today—the European war. So 
I am going to take my courage in my hands and talk to you 
about the war. 

To do this is not, I think, propaganda. The free peoples, 
I believe, are entitled to speak to one another, provided they 
tell the truth, as I shall endeavor to do. I do not see how 
we can arrive at any sane program for peace unless we do 
talk frankly to one another. 

Propaganda, as I see it, is quite a different thing. Propa- 
ganda is the deliberate attempt to influence your own coun- 
trymen, or other nations, to a particular course of action, by 
lies or half truths or tendentious innuendoes. The truth is 
never propaganda; it is the very staff of public life. The 
mark of a good citizen in a democracy is his or her capacity 
to distinguish between truth and error. The subjects of a 
dictatorship are never given any training in this vital func- 
tion. The government, and the party which controls it, does 
their thinking for them. 

That is why democracies turn out citizens of independence 
and character, and why they are so difficult to propagandize 
for long. And that is why the subjects of the dictatorship 
who are taught only to obey authority, fall such ready victims 
to propaganda. 

I do not propose to spend much time in discussing the 
origins of this war. We must now leave that task to the 
historians. I would hope that when the time comes for mak- 


ing peace, those who have to make the peace will have 
studied the history of the last twenty years and so avoid some 
of the mistakes which were made last time. But first, in 
our opinion, we have to win the war. 

We in Britain have no doubt, whatever we may think 
about the far past, that the immediate responsibility for let- 
ting war loose this Autumn rests on the shoulders of Herr 
Hitler. There was no reason whatever for forcing war on 
unfortunate Poland last August. The security and prosper- 
ity of Germany were not threatened in any way by Polish 
policy or by the Polish frontiers. Poland, France and Great 
Britain had repeatedly said that they were prepared for dis- 
cussion, either between Poland and Germany alone or at a 
round-table conference. 

Yet, as Count Ciano made clear in his recent speech in 
Rome, Hitler would neither wait nor negotiate. He insisted 
on settling the Polish question in his own way at once, 
loosing on the Polish people unlimited total war, and then 
partitioning Poland with Russia. 

It is sometimes said that Great Britain and France should 
have gone more vigorously to the rescue of Poland last Sep- 
tember. But everybody knew, the Polish Government itself 
knew, once the German-Russian pact was signed, that it 
would be futile to try to save Poland by diverting planes or 
troops to Poland to the East from the West, or to waste our 
still undeveloped resources by flinging them against the Sieg- 
fried Line. That would simply have been to play the German 
game. From the date of the pact every thinking person knew 
that the freedom and future of Poland really depended on 
the ultimate victory of the Allies in the war against Hit- 
lerism. 

Serbia, Belgium, Greece, Rumania were all overrun in the 
last war, as Poland has been overrun in this war, because the 
Allies could not effectively help them. But they were all 
released, with their independence restored in 1918. And so 
it will be with Poland. 

But there is a second reason for not discussing responsi- 
bility for the origins of the war at length tonight and that is 
because once war has been launched the issues rapidly change 
as its area extends. ‘The World War of 1914 began with the 
invasion of Serbia by Austria-Hungary. The issue then was 
whether the sovereign independence of Serbia could be saved. 
Yet within a few days almost the whole of Europe was 
dragged into war by that terrible military timetable, which 
always appears when nations are living in anarchy and have 
to form alliances for national safety. 

The issue then became whether the independence not only 
of Serbia but of Belgium, and later of Greece and Rumania, 
could be restored. And by the time the United States entered 
the war the issue was whether the world was going to give 
allegiance to the liberal ideals for which the Western nations 
stood or be dominated by the ideals and militarist methods 
which lay behind Ludendorff and the Kaiser. 

So today we think that the central issue is no longer 
whether the peoples of Poland and Czecho-Slovakia are to 
be freed from the Gestapo, though that is certainly one of 
our war aims. It is the larger one of which of two conflict- 
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ing ways of life, which may be loosely described as the dem- 
ocratic and the totalitarian, are going to be dominant in 
Europe and possibly the world. 

When Hitler started his career his claim was that Ger- 
many should be freed from such discriminations as the de- 
militarization of the Rhineland and that the frontiers of the 
Reich should correspond with the boundaries of the German 
people. These aims he won and without war. What he is 
fighting for today is quite different. 

Whatever the defects of the Versailles Treaty, its great 
merit was that it gave every nation in Europe the right to 
self-government, it gave to racial minorities in Europe statu- 
tory safeguards and it gave the protection of the mandatory 
system to backward peoples elsewhere. The frontiers may 
not have been perfect, though they were certainly the justesi 
frontiers Europe had ever known. 

But it is now clear that Hitler has never been concerr ed 
with the justice of frontiers. His remedy for imperfections 
in frontiers has been to destroy the independence of nations 
altogether. Thus by brutal violence he has annihilated 
Austria, Czecho-Slovakia and Poland and condemned their 
inhabitants to serfdom, without even the protection against 
oppression secured by the native inhabitants of the ex-Ger- 
man colonies by the mandatory system. 

It now seems quite clear to us that what Hitler really 
seeks is not justice for Germany, but conquest and domi- 
nation. There is no other explanation for the fact that 
Hitler had subordinated every other consideration to the 
creation of the most tremendous totalitarian military and 
aerial organization the world has even seen, that he has used 
it with utter ruthlessness to gain his ends both in diplomacy 
and in war, and that promises and treaties have been to him 
merely the means of lulling his neighbors into a false sense 
of security before he attacks them. 

His true purpose was quite frankly stated by Hitler him- 
self in “Mein Kampf”—‘The idea of pacifism,” he wrote, 
“may be quite good after the supreme race has conquered 
and subdued the world in such a measure as he makes it 
its exclusive master. Therefore, first fight and then 
perhaps pacifism.” And only a few days ago, to prove that 
this is still the National Socalist plan, Dr. Ley, one of the 
leaders of the party, attempted to justify the conquest of 
Poland on the grounds that it was a necessary step toward 
the establishment of the dominion of the supreme German 
ruling race. 

That is why we in Britain and France and in the young 
democracies across the seas have gradually been driven to the 
conclusion, especially since the Russian invasion of Finland, 
that we are confronted with one more of those tremendous 
struggles between freedom and tyranny which have been 
the central theme of history ever since the Greeks turned 
back the power of Persia at Thermopylae and Salamis. 

The democracies to today are the heirs, the fortunate 
heirs, of the struggles of their ancestors to establish freedom 
firmly upon earth. For them freedom has meant two things. 
First it has meant freedom for religion, freedom from arrest, 
except for violation of law, freedom of opinion and the pub- 
lic expression of opinion on the platform and in the press. 
Second, it has meant the responsibility of the individual 
citizen for law and government expressed in such phrases as 
“government must rest on the consent of the governed” and 
in the constitutional systems of modern democracy. 

This process of freedom began far back in history with 
the Israelites and the Greeks. It was carried on by the 
Republic of Rome. It was developed still further in England, 
and also in some of the small European States, in the Magna 
Carta, the Bill of Rights and the parliamentary system. It 
received a vast new impetus from the French and the Amer- 


ican Revolutions and especially from the system of govern- 
ment established by the American Constitution. 

The broad purpose of the whole movement was to allow 
the individual to lead his life in his own way, subject to 
the restraint of law which he helped to frame, to curb the 
ambitions and privileges of race or class or caste, to de- 
throne militarism and conquest, and to make the State and 
those who directed it the servants and not the masters of 
the people. Nowhere has that ideal been more fully realized 
than in the United States. 

By the beginning of this century, it had become clear 
that to complete the development of freedom, two new 
problems would be tackled. One was to overcome the ex- 
cessive inequality in wealth and the unemployment to which 
the later development of the capitalist system had led—that 
is to establish economic freedom. The other was to give 
security to national as well as individual freedom and to 
overcome war, which today as always has been the greatest 
destroyer of both. 

We, in the British Commonwealth, think that by the end 
of the last war, the Democracies had begun to formulate 
successfully the basic solution for both these problems. The 
solution for the economic problem was what is perhaps best 
called social reform. Social reform includes graduated tax- 
ation, insurance against unemployment and sickness, old age 
pensions, good relations between employers and trades unions, 
and other methods of social security which still maintain 
intact the right to private property and to individual eco- 
nomic initiative. 

The solution of the war problem was to be found toward 
the following truisms. Mankind is a community, not an 
anarchy of many races and nations. War is fratricide. Na- 
tions as well as individuals have the right to life, liberty and 
happiness. Backward peoples have the right to security 
against exploitation and to be guided toward self-govern- 
ment. The status of all nations, great and small, should be 
equal before the law. The strong and powerful nations have 
no greater rights than the small and the weak. The remedy 
for war is a form of international organization which will pre- 
vent resort to violence, provide pacific methods for the just 
settlement of international disputes, and establish a true 
reign of law among the nations. 

Of course the realization of this dual program will be a 
tremendous task—one of the greatest ever presented to man- 
kind. It is quite clear that the task was badly bungled after 
the last war. I think there is in this country a widespread 
misunderstanding of what was done at Versailles. It was 
not a good treaty, but it was nothing like as bad as, under 
Dr. Goebbels’s inspiration, is generally supposed. What 
happened after Versailles did far more harm than the treaty 
itself. 

I often wish that three American, three French and three 
British historians would publish a joint statement of the 
true facts during the post-war era. I think it would astonish 
a lot of people. But there is not the slightest doubt that 
having won the greatest victory for freedom and democracy 
in 1918, of which history has record, the Allied Powers 
threw away their chance, both by faults of omission and com- 
mission. 

For that tragedy no nation and no statesman can establish 
a full alibi. None the less, we in Britain and the democracies 
across the seas are convinced that the basic ideas for the 
future set forth during the war were sound and that there 
is in fact no other way forward if our freedom and our 
happiness are to be preserved and enlarged. Our task is 
not to abandon hope, but in the spirit of Kipling’s “If,” 
stoop to begin our task anew. 

Unfortunately, the dislocation caused by the war itself 
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and the many mistakes made after the war led not to the 
extension of liberty and democracy on a stable basis, but 
to the revival of the old enemy tyranny in a more formidable 
form than has ever yet been known. 

The economic form of tyranny has been communism, 
which preached that if only all property were communalized 
economic freedom and equality would result. Unfortunately, 
experience has shown that the Communist system only means 
that the citizens become the regimented and often starving 
slaves of the party bureaucracy which controls the State. 
By a final irony for the Marxists, the capitalist democracies 
have not initiated war since 1920, while Communist Russia 
has now joined the ranks of the war-making aggressors. 

The political form of tyranny has been National Socialism, 
whose program is to give peace to mankind by creating the 
universal despotism of a supreme ruling race. The essential 
characteristics of both totalitarian systems are the same. The 
State becomes the master and not the servant of the people 
and exacts from its subjects blind obedience to the dogmas 
and the party which control it. They are hostile to free re- 
ligion, to independence of character, intellectual integrity 
and moral courage in the individual. 

They establish the dominance not of law but of the irre- 
sponsible secret police and substitute cruelty and propaganda 
for free discussion as the basis of public policies. Both sys- 
tems end in the same way; they create a race of moral 
morons who are used as the instrument of conquest, domi- 
nation and war. 

The overwhelming majority of people in Britain and the 
British Commonwealth are now convinced that our primary 
task is to resist and defeat the totalitarian aggression against 
the values of our democratic world. In the light of recent 
experinece, we do not think that we can impose democracy on 
nations who do not want it and who are not ready for it. 
But we do not think it is necessary to prevent the dictator- 
ships from extending their empire over the mind and spirit 
of man by force. That is why we are fighting to restore 
liberty to Poland and Czecho-Slovakia and why we are 
giving all the help we can spare to Finland. 

And my people are equally convinced that once that pri- 
mary task is achieved, the truest safeguard of freedom and 
the free way of life in the future will be to so organize our 
own countries that the general standard of living will be 
so stable, the volume of unemployment so small, the freedom 
of the individual so secure, and the guarantees against war 
so strong, that the totalitarian systems, if they survive, will 
begin to disintegrate gradually by the impact not of our 
armies but of our example. 

Let me tell you now something about the way the war 
itself is going. 

The central struggle is between Germany, supported by 
Russia on the one side, and Great Britain and the dominions, 
allied with France, on the other. The real prize for which 
they are contending is not territory, but sea power. For 
that is the real key to victory. 

If Germany can defeat England either by direct attack 
upon her naval and her sea communication, or on France 
through Belgium, or the Maginot Line and compel us to 
surrender our fleet, or a large part of it, and the naval 
bases, whereby fleets may travel all over the face of the 
globe, Germany will then be on top of the world. The op- 
position to her in Europe will disappear. Most of the other 
nations will hasten to get upon her bandwagon and she will 
be able to dictate the basis upon which world politics shall 
be conducted. 

If the German thrust for sea power fails, it is only a ques- 
tion of time before the relentless pressure of the blockade 
upon her capacity to carry on the war effectively will end in 








the defeat of her purpose and the democracies will then have 
the chance of determining the kind of world in which we 
are to live. 

So far the struggle has been indecisive, though occasionally 
an encounter like the sea battle off Montevideo suddenly re- 
veals the grim intensity of the struggle which is going on 
day and night, week after week, month after month, on and 
below and above the sea. 

Our view is that everything today points to the probability 
that Germany will attempt early this Spring to gain a deci- 
sion against England and France by a terrific attack by land, 
air and sea in which she will use every weapon in her armory. 
The reason we think this is not only the news we get but 
because by her own tradition it is the right thing for her 
to do. 

The object of war is to reach a decision, and Germany 
cannot afford to wait. Moreover, from the point of view of 
the National Socialist party and the militarists who support 
it, not only is there a chance of a rapid decision today, but 
it is a decision which may give them the supreme prize, world 
empire. That chance may never come again. 

Nazi Germany is in a better position to win it today than 
she was in the last war. Then she had to fight a war on two 
fronts. Today she can concentrate almost every force she 
has in the West. 

A month ago, despite the Russo-German pact, she cast a 
suspicious eye toward her rear. Today the resistance of the 
heroic Finns has shown up the weakness of the Russian 
Army. 

Again, in the last war she had no effective long distance 
air power. Today she has the most terrific air force in the 
world and is daily adding to it. 

Even in the last war the German General Staff made 
three desperate bids for world power. The first was the 
thrust against France and through Belgium in 1914. The 
second was in 1917. Lundendorff had been warned by Beth- 
man-Hollweg and by Bernstorff—the German Ambassador 
in Washington—that to introduce unlimited submarine war- 
fare against all merchant vessels traveling to Great Britain 
and France would certainly bring in the United States against 
Germany. 

Ludendorff replied that he did not care, because if the 
submarine campaign was quickly successful nothing that the 
United States could do would save England from defeat or 
Germany from taking her position. Not soon shall I forget 
the anxiety of the following months when 800,000 tons of 
shipping were being sunk a month. 

If Germany had been able to continue sinking at this rate 
for a year the Allies would have lost the war. As it was, 
the submarine was mastered by the Autumn of 1917 by the 
convoy system, by the depth charge, and by the destroyer 
patrols, in which your young sailors, under Admiral Sims, 
played so notable and effective a part. 

So far, in this war, Great Britain has only lost an average 
of slightly more than 102,000 tons per month, and neutrals 
have lost an average of about 75,000 tons per month. During 
the same period British tonnage has received an increment, 
by new construction and otherwise, of more than 100,000 
tons. 

Even in 1917, Ludendorff only just failed. Yet he tried 
again in 1918. The moderate element in the German High 
Command wanted to stand on the defensive in the West, 
to reinforce it with the seasoned German troops which had 
just annihilated the Russian Army, and then set to work to 
organize economically Eastern Europe and Southern Russia, 
while leaving the Allies to hurl themselves fruitlessly against 
the reinforced Hindenburg Line. 

They calculated that when the Allies were tired of losing 
life in this way, Germany would be able to secure a peace 
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which would make her dominant in Europe east of the 
Rhine by making them pay a handsome price for the evacua- 
tion of Belgium and Northern France. 

But Ludendorff, faithful to the Prussian military tradi- 
tion, would have none of it. It was, for him, world power 
or downfall. So he staked everything on victory through the 
gigantic offensive of March, 1918, hoping to drive the British 
into the sea and the French south of Paris before American 
aid on land could be effective. 

He failed, though he again only just failed, and caught 
on the recoil by the masterly generalship of General Foch, 
using the seasoned veterans of France, Britain and the 
Dominions, and that indispensable aid of your own intrepid 
divisions, Germany went not to world power but to downfall. 

‘Today we hear exactly the same story. Dr. Goebbels said 
only a fortnight ago that the issue before Germany was 
world empire or downfall. 

That is why the Allies think the National Socialist Ger- 
many and not Communist Russia is the centre of the struggle. 
And that is why we believe that, unless something unex- 
pected occurs, there will be a terrific attack on France and on 
the bases of British naval and aerial power as soon as the 
weather improves. 

We have, all of us, perhaps, been a little misled by the 
relative calm of the war in the West so far. But while we 
have been overtaking our own shortage of munitions and 
building up our naval patrols our air squadrons and our 
mechanized divisions, Germany has been expanding her arma- 
ments also with all the frenzied energy of a Nazi totali- 
tarian drive. 

Germany now has over 80,000,000 of her own citizens, 
30,000,000 helots, and the factories of Poland and Czecho- 
Slovakia, as well as her own factories, to put to work, and for 
the present only the Western Front to worry about. 

So long as she thinks there is a chance of wresting sea 
power from Britain, either by direct attack or through 
France, she will not think of peace—except the kind of peace 
which will only make it easy for her to renew the attack 
under more favorable conditions in a short while. 

We think she will try for victory first. And it is certain 
that if and when the attack comes it will be with all the 
ferocity and ruthlessness the Nazi have taught us to expect. 

We are in no way dismayed by the prospect. We in the 
British Commonwealth are prepared for it as France is, 
morally and physically. The European neutrals are standing 
on the sidelines, most of them I believe gambling on the hope 
of an Allied victory. We believe that we shall successfully 
repel the German attack, and if it is repelled as it was in 
1918 it will not be long before Hitlerism itself goes down 
in defeat. 

But we have no illusion as to the terrible nature of the 
clash if and when it comes, or of the prodigious consequences 
for mankind which hang upon the result. 

Now a word about peace. Of course all our ideas are 
based on the assumption that Hitler loses the war. If Hitler 
wins, all the many societies in Europe which are trying to 
think out how the present catastrophe can be prevented from 
recurring and the world healed when the fighting is over. 
can shut up shop at once. The pattern of the post-war world 
will be determined by him and not by us, and we have as 
yet no clear indication of What that pattern will be like, 
except that it certainly will not correspond with our ideas 
of freedom. 

Even assuming victory, it is not easy to talk about peace 
with this tremendous threat hanging over us, but the general 
British view is clear. The kind of world of which the democ- 
racies dreamed twenty years ago was not a false dream. We 
think it was a right dream and that in some form it must 


be realized because in substance it is the only way forward 
for those who believe in liberty and the freedom of the 
human spirit. 

But it is now clear that in 1919 none of us understood 
what it was necessary to do if our hopes were to be fulfilled. 
The ideals which lay behind the League of Nations can only 
succeed if all its members are democracies. The covenant 
of the League was too rigid. It had no effective machinery 
for making changes peacefully. The principle of universal 
national self-determination was incompatible with the unity 
recently given to the world by mechanical invention and eco- 
nomic progress and made both peace and prosperity im- 
possible. 

Yet, if any form of world organization is to work, Europe 
must be equipped to manage its own internal affairs by some 
system of federalism. The greatest of our mistakes were eco- 
nomic. What did more to wreck civilization than anything 
else was the belief that a war-stricken world could recover 
by a system which combined immense international indebted- 
ness with unrestrained tariff protectionism. That was prob- 
ably the major cause of the world depression of 1929. 

We profoundly hope that the nations will think out far 
more thoroughly than they did last time how the world 
can be economically reconstructed when the present war is 
over. Trade and production will then be in dislocation. The 
needs of the war will have canalized the trade not only of 
the belligerents but of the neutrals. Those canals will serve 
war and not peace purposes. 

Yet to go back immediately to an economic free-for-all 
fight will simply mean that the end of this war will produce 
worse results than the last. In my personal view it will be 
imperative for a time to maintain these controls, but to re- 
verse their purpose, so that they are used to restore the 
standard of living without which the end of this war will 
only be the signal for fiercer revolution and fiercer wars than 
the last. Once the standard of living is restored with all 
that means in markets for the producing nations we should be 
able safely to return to a freer economy. It is in this field 
that we most want your assistance and advice. 

But there is one central point to which we in Britain 
attach supreme importance, and which I feel I ought frankly 
to put before you tonight. For it vitally affects the peace 
and is the answer to the common talk that the present is 
only a war between rival imperialisms. We feel that the 
only foundation for a stable and liberal world will be the 
control of the seas on agreed principles by the democracies. 
This view we base upon experience, for that was the founda- 
tion of the remarkable Victorian Age. 

The greatest expansion both of freedom and prosperity 
of which the world has record took place in the century 
between 1815 and 1914. The standard of living of the West- 
ern World was raised fourfold by the industrial revolution. 
The immense adjustments following the enormous move- 
ment of capital and population all over the world which the 
industrial revolution caused were made without world war. 
There were many local wars but no world war—and it is 
world wars, not local wars, which wreck civilization. 

You on this side of the Atlantic were left free to develop 
your own culture, prosperity and institutions without any 
serious international complication for a whole century. Partly 
because of the long peace and partly because of the example 
of the success of your democratic experiment, Great Britain 
itself became steadily more democratic and the British Em- 
pire became a Commonwealth of Nations, in which Canada, 
Australia, South Africa, New Zealand and at long last 
Ireland became independent self-governing nations, entirely 
free from British control. 
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Self-government is in progress of development everywhere 
else within it—according to the education and advancement 
of the peoples. Egypt and Iraq are independent States. Even 
India with its immense population of 360,000,000 people, its 
dozen languages, its Hindu-Moslem tension and its feudal 
princes who control one-fourth of the country, has made im- 
mense strides in the last twenty years. Already the eleven 
provinces, possessed of about the same sphere of powers as 
your States, are self-governed, with Ministries responsible to 
the electorate. 

The real difficulty today is to find the basis upon which 
these diverse elements will agree to federate so that India 
can govern and defend itself. The solution of this vast prob- 
lem cannot be accomplished in a day. Patience, prudence, 
good-will, and common sense are the only road. 

The rest of the world profited also during the nineteenth 
century. Italy won its unity and introduced parlimentary 
institutions. Greece, Serbia, Rumania, Bulgaria won their 
freedom. Germany was united by Bismarck. Europe as a 
whole began to become prosperous. 

What were the foundations of this wonderful century? 
There were four. First, all the main currencies were based 
on gold and, therefore, were interchangeable on a stable 
basis. Second, the British Empire and a good deal of the 
rest of the world was free trade or low tariff, so that capital 
and goods could flow freely everywhere. Third, the New 
World, and especially the United States, was still an open 
field for immigration so that the population pressures of the 
Old World, then at their worst because of the high birth 
rate, could find relief. Fourth, and most important of all, 
there was a rudimentary police power in the world, the con- 
trol of the sea by Great Britain and the United States, which 
made world war—though not local war—impossible until 
some other nation was strong enough to challenge their 
power on the seas. 

That police system originated in the idea that no further 
political expansion of Europe into North and South America 
should be permitted. The policy was formulated by Lord 
Canning and President Monroe. 

Originally proposed by Canning as a joint Anglo-American 
doctrine, it was eventually carried out in two parts by you 
and us separately. You threw your protection around South 
and Central America; we created the outer defense for that 
doctrine by controlling the entrance from Europe into the 
Atlantic, through the North Sea and the English. Channel, 
past Gibraltar and round the Cape of Good Hope. 

So long as we have a navy which could hold these posi- 
tions no European power, except for a few casual raiders 
and submarines, could get into the Atlantic at ail and so 
leave to you the sole responsibility for defending the Monroe 
system. 

Those were the four foundations of the Victorian Age. 
Personally, I believe that in some new form they will have 
to be restored, if the rest of this century is to be without 
another world war. ‘They were challenged by Imperial Ger- 
many at the beginning of this century. They are being chal- 
lenged by Hitler again today. 

But the nineteenth-century system cannot now be restored 
in its old form. In the first place, economically the world 
has advanced beyond laissez-faire, whether in trade or migra- 
tion. In the second place, by itself Britain neither can nor 
ought to play by herself the dominant role she played in the 
last century. 

The rights of new naval nations and the rise of air power 
makes that impossible. And sea power should be in the 
hands of the democracies, and not of one power. Even at 
this moment, if we face ‘honestly the facts, our present safety 
today rests upon the fact that we control the Atlantic and 





you control the Pacific. Neither we nor you, nor the overseas 
republics and dominions, would be so secure if either of us 
was left to act alone. 

The nineteenth-century system, of course, was by no 
means perfect. But can any fair-minded person doubt that, 
on the whole, it promoted freedom, prosperity and peace 
better than any system which preceded it in modern times? 
And can any fair-minded person doubt that if Herr Hitler 
and his friends were to win the war and seize its sea power 
and sea bases from Britain that the world would get any 
equivalent prosperity or freedom? It might get peace, but 
it would be a peace with the light of liberty gone out. That 
is the real answer to the charge that this is a mere war 
between imperialisms. 

I have practically finished. I have endeavored to put in 
front of you frankly and honestly what we in Britain think 
about the present struggle. I believe that to do this is to 
act in accord with true democratic principle. You will prob- 
ably by no means agree with all I have said. But I believe 
it is important that you should know what we think. 

My countrymen would like to have an equally frank and 
honest opinion from you. And neither would be propaganda. 
But having spoken my piece, it is now for you, and for you, 
alone, to decide whether or how far you agree with my 
analysis and what, if anything, you are going to do. That 
is your inalienable right and nobody in Britain wants to 
diminish it in the slightest degree. Respect both for individ- 
ual and national responsibility is the foundation upon which 
the democratic way of life depends. 

And may I add this. The British Government is not 
trying to drag you into this war. It knows that no democ- 
racy will accept the hideous consequences of war unless it is 
convinced that its own vital interests, which include its ideals, 
are at stake. It knows, too, that there is nothing on which 
the American people are more determined that to avoid en- 
tanglement in Europe, and to pursue their own independent 
international policy, free from alliances and commitments to 
other nations. If ever you are driven to action it will not 
be because of propaganda but because of the relentless march 
of events. 

In this war we believe we are fighting for principle; to 
prevent the ideas and institutions which alone can lead man- 
kind forward to greater liberty, prosperity and peace from 
being overwhelmed by brute force. 

We do not think that we have a monopoly of virtue, or 
that we have not made many and grievous mistakes in the 
past. But we are sure we are in the right now. This faith is 
held not in England alone but not less strongly in France, 
in Canada, in Australia, in South Africa, in New Zealand 
and among the other peoples who have joined our side in 
this war. 

We are not fighting for empire or for domination or to 
deprive Germany of any legitimate right. I have long been 
a deep admirer of President Lincoln. I believe we are fight- 
ing in the spirit he so nobly described in his second inaugural. 
“With malice toward none, with charity for all, with firm- 
ness in the right, as God gives us to see the right.” 

At the moment we stand necessarily in the darkness. Mat- 
thew Arnold once wrote, “But aims in hours of insight 
willed, must be through years of gloom fulfilled.” 

Only the other day a distinguished friend of mine going 
to the front said that he had little sympathy with those who 
complained of the trouble and dangers by which we are 
faced today. With the possibility of an unutterable disaster 
on the one side, and on the other of the birth of a far better 
world for everybody if the nations will put selfishness aside 
and combine for the common good, he thanked God for the 
opportunity to live and strive in such tremendous times. 
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Democracy Shall Not Be Plowed Under 


EARTH’S LAST BEST HOPE 





By J. W. STUDEBAKER, United States Commissioner of Education 
Before the Twenty-first Meeting of the American Farm Bureau Federation, Chicago, Illinois, December 5, 1939 


tion Hits the Farmer,” Peter F. Drucker has this to 

say: “The fascist dictatorships of Germany and Italy 
have rested above all on the support of the peasant masses. 
The desertion of the farm organizations was the final blow 
to German democracy; and ever since 1933 the Nazi regime 
has extolled the social and economic position of the farmer 
above that of the other classes in an attempt to maintain his 
allegiance.” And again, he states: “Before 1914 the north- 
west had been the stronghold of German middle-class democ- 
racy; for over forty years the German Democratic Party 
had been deriving its main strength from the support of the 
north-western farmers. In 1927 they still voted the Demo- 
cratic ticket; but by 1930 the district had become one of the 
strongholds of Nazism.” 

With this brief commentary in mind, you will more easily 
understand why I select the title ‘Democracy Shall Not Be 
Plowed Under.” A very great power resides in the hands 
which guide the plows of America. I think the title of these 
remarks expresses the quiet determination of those hands to 
use the plow to turn over the rich earth for peaceful planting 
and not to allow any forces to overturn our society and plow 
under democracy and freedom. 

Yet, even such quiet determination is not enough. There 
are serious and even baffling problems before us which call 
for a high social intelligence if we are to maintain the Repub- 
lic. It is the failure of the democratic societies to meet real 
issues with relatively successful policies that is largely respon- 
sible for the reversion to fanatical dictatorship and the rising 
chaos of war. Many of these problems are the very ones 
which you have gathered here to study and discuss—prob- 
lems of farm ownership, tenancy, soil erosion, prices and sur- 
pluses, marketing and transportation. 

When I come before you as an educator, I do not seek to 
divert your attention from these problems, but rather to 
direct the attention of farmers and educators to these prob- 
lems. They are central targets for the sharpened wits of edu- 
cated men. It is, in a sense, because we are plagued by prob- 
lems that we are spending some three billion dollars a year 
on organized education. Through increasing the understand- 
ing of the vital issues confronting us, we hope to find solu- 
tions that will work in time to prevent the disintegration of 
democratic civilization. 

The schools and colleges have no more important objective 
than the systematic study of the practical social and economic 
problems underlying our troubled times. And I have con- 
stantly made it one of my primary points of insistence that 
this study must be organized for adults as well as for chil- 
dren and young people. Your program here constitutes what 
I regard as the proper subject matter for a significant part 
of the curriculum in the schools and for well-managed adult 
forums. What you are doing in thousands of rural discus- 
sion groups is to my way of thinking the most vital kind of 
education. 

From the first days of the Republic to the present hour, 
education—organized education—has carried the responsibil- 
ity of making people fit for self-government. If there was 
one thing the founding fathers agreed upon, it was that 
representative democracy cannot long exist without an edu- 
cated electorate. They and the leaders who followed them 
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thought of education primarily as a means of making democ- 
racy work. 

John Adams put it this way: “Education is more indis- 
pensable and must be more general, under free government 
than any other. In a monarchy, the few who are likely to 
govern must have some education, the common people must 
be kept in ignorance; in an aristocracy, the nobles should be 
educated, but here it is even more necessary that the com- 
mon people should be ignorant; but in a free government 
knowledge must be general, and ought to be universal.” 

“Above all things,” said Jefferson, “I hope the education 
of the common people will be attended to; convinced that on 
their good sense we may rely with the most security for the 
preservation of a due degree of liberty.” Again, the function 
of education is geared to the social-political objective. 

Note the urgency expressed in a statement by James 
Buchanan: “Shall the people be educated? is a question not 
of mere policy, but it is a question of life and death, upon 
which the existence of our present form of government 
depends.” 

Whereever you touch the subject of education in the 
history of the appeals for it, the central purpose for which 
it is advocated is enlightened citizenship. But please take 
note that Jefferson and the early pleaders for education for 
democracy lived in a society rooted in the land. The essen- 
tial liberty was derived from widespread ownership of tools 
and places of business by craftsmen and merchants. This 
democracy of ours and the educational system it nourished 
were products of an agrarian society of men who counted 
on the land and tools for their independence. The almost 
self-sufficient families, knowing most of the factors touching 
their daily lives and affecting their fortunes, could be secure 
in the new-won freedom if they could but maintain control 
of their land and tools and make governments, particularly 
the central government, perform efficiently and honestly only 
the limited tasks assigned to them. Their greatest fear was 
that the tax gatherers might take their land, source of their 
independence, into the custody of a far-away government to 
be some day distributed to loyal overlords who would re- 
establish the system of the landed aristocracy in which the 
common people would be reduced to a peasantry. 

This keen sense of independence and the grim determina- 
tion to be free from overlords and hereditary aristocrats ex- 
plain in great part why the early educational system was 
dedicated to political literacy. This was an agrarian democ- 
racy in which freedom and ownership of land went together. 
Most of what we call vocational education was carried on, 
and very well for that time, by the farmer-fathers and the 
manufacturing-mothers. 

But before the schools were well established as a means of 
making the new democracy work, the load on teaching was 
suddenly increased by new problems. The infant industries, 
which had been started during the war of 1812 and later 
protected by a tariff, began to grow and to change the agra- 
rian society. Robert Fulton’s steamboat, McCormick’s 
reaper, Whitney’s cotton gin, and a flood of new inventions 
challenged Jeffersonian democracy. 

Factory owners imported thousands of workers to run 
their new machines and other thousands seeking opportuni- 
ties in the new and expanding democracy escaped from their 
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troubled homelands. The schools were faced with the new 
responsibility of teaching immigrants of different tongues 
and old world backgrounds a new language as well as the 
ways of freedom. New and complex jobs outside the family 
farm and on it called for systematic public vocational educa- 
tion. Between 1812 and 1870 the industrial revolution 
changed the simple ways of independent agrarian democracy 
and the continent was ruthlessly conquered and exploited. 
But between 1870 and the end of the World War the rate 
of change increased by geometric proportions, 

Technological changes, the huge influx of immigrants, the 
rise of a propertyless class of wage-workers, the growing 
interdependence of farm and city calling for ever faster and 
cheaper transportation and communication, and the growth 
of the new impersonal corporate business organization—these 
and other innovations put a strain on schools still struggling 
to achieve the Jeffersonian objective of rudimentary educa- 
tion for all. What might have happened if Jefferson’s dream 
of universal education had been given a chance to operate 
even for a brief century with only the teaching responsibility 
of his day and age? But, as you know, the school was cata- 
pulted into an unprecedented era of scientific and upsurging 
social changes. 

The depressions of 1873, of 1893 and of 1907 gave warn- 
ing of the coming crisis in democracy. These depressions 
dramatized the decline of the Jeffersonian society of inde- 
pendent farmers, craftsmen and merchants, and the rise of 
a new society of millions dependent upon machines. Again 
in 1914 the rumblings of the crisis began to be felt, but that 
depression was sidestepped by a response to a war-demand 
for goods. War orders stopped the downward curve, and 
war debts drove the line of production to unprecedented 
peaks. We became the breadbasket for Europe and plowed 
up the prairies to meet the demand for wheat. 

In 1921 the last warning was given; it was a brief drop 
into the despair of depression before the reconstruction de- 
mands and new plant expansion for peace-time production 
together with other factors carried us to the prosperity peak 
of 1928. But with all these danger signs, our educational 
system was not adequately geared to the need of preparing 
citizens for a vastly changed social and economic order. 

For some reason (and it is not hard to understand it when 
we realize how brief a span of time it really was between 
1828 and 1928) the educational system had not adequately 
prepared people for the task of making the complex social 
machine run. The schools had taught reading, writing and 
arithmetic, ancient, medieval and modern history, geography, 
science and languages, art, music and gymnastics, hygiene, 
shop work and domestic arts, advertising, salesmanship and 
accounting, even philosophy, psychology and sociology. But 
the people hadn’t learned enough about what makes the 
wheels go round or what stops them in a technological civili- 
zation; nor had they learned to work in democratic groups 
to plan their own future and to control the conditions of 
their lives. These matters were only lightly touched in civics 
courses that dealt largely with the structure rather than with 
the functions and purposes of government, and in sociology 
which unfortunately too frequently dodged important impli- 
cations and major issues. 

I speak on this point with a deep conviction born of per- 
sonal experiences which were all too common to those who 
have gone to school in my own lifetime. How clearly and 
regretfully I recall the dreary hours I spent in high school 
getting ready for nothing but examinations by stuffing my 
memory with the meaningless details of ancient history and 
the tricks of quadratic equations. The country had recently 
suffered a depression and was drifting into another one. But 
apparently it was more important then to learn why Hanni- 
bal went over the peaks of the Alps than to try to under- 






stand why my own country had gone into the depths of an 
economic depression or to be helped to see how the disastrous 
results of a possible future depression which would certainly 
affect the lives of all those in my generation might be ameli- 
orated. 

The schools, however, were remarkably successful, one 
might say, disastrously successful, in training scientists, engi- 
neers and specialists in technical processes. This one-sided 
success of education put us in a predicament something like 
a man may experience who gets one leg too far in advance 
of the other. The body politic lost its balance and control 
because, to a considerable extent at least, the technological 
foot got too far ahead of the other supporting member— 
social understanding. 

The lack of attention to the study of how democratic 
groups may control the new forces in the public interest is, 
in part, responsible for this crisis in our democratic society. 
I for one do not know of any easy answer. In the light of 
some contemporaneous performances, we should be com- 
pletely disillusioned about putting faith in any self- 
hypnotized “fixer” who claims he knows all the answers. 
Hence, I come down to the hard conclusion that we must 
search for the answers ourselves and hold on to the power 
to change policies and representatives as we get new light 
on our problems. This means to me that our public system 
of education is one of the primary social instruments which 
we must learn to use more effectively in our struggle for 
sound and workable ways to meet our great national prob- 
lems. 

Certain things are beginning to appear clear to us as we 
study and discuss, argue and read about these problems. For 
one thing we are beginning to see that the farmer will not 
win much by escaping bankruptcy at the expense and ulti- 
mate bankruptcy of the urban consumers. And the proposi- 
tion is as true going the other way. For another thing, we 
begin to be leery of the idea that one section of the country 
can get rich and stay that way at the expense of another 
section. We are becoming increasingly conscious of the im- 
portance of balanced improvement—town and country, East, 
West, North and South. I think we are seeing through the 
attempts of mystics and selfish rabble rousers to put the 
blame for our troubles on our Jews or our foreign-born citi- 
zens, or on some other scapegoats. It appears that we are 
even skeptical about resting a sort of prosperity on the false 
bottom of a one-way war-time shipment of goods. In other 
words, we have the advantage of having discarded, or at least 
seriously questioned, false solutions to the modern crisis 
which have been postponing the fundamental reconstruction 
which sooner or later must be effected abroad. This helps 
materially to support our determination to save our demo- 
cratic civilization and to achieve a material base for a greater 
cultural and spiritual life by recourse to the hard way of 
learning. And we have constantly in full view what is now 
obviously the disastrous alternative of dictatorship. 

But I should be less than candid if I failed to point out 
that the chaotic conditions abroad are casting a menacing 
shadow across our pathway. The fundamental problems 
presented to us by the new mode of life created by the tech- 
nological empire are just now being pushed into the back- 
ground of public interest by the world crisis. Yet, as I see 
it, only by coming to grips with these vital problems can we 
hope to save democracy here in America. 

This is no time to be “headlined,” so to speak, into a 
state of unconcern about our domestic problems. The dra- 
matic incidents abroad cannot add anything real to the solu- 
tion of our problems. They bear watching, but let us not 
be lured away from the real business before us nor accept 
any short-term solutions without inquiring about what will 
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probably happen later. The struggle to make democracy 
work is going on right here. 

In these United States we face the problem of organizing 
our economic life so that all of the people are productively 
employed all the time. Here we are confronted with the 
complex issue of making good use of our land, of conserving 
both human and natural resources, and of saving the farm 
enterprise from being choked with surpluses. Right here is 
a challenge to our traditional principles of tolerance and 
equality. Race prejudice and religious bigotry are in our 
midst and call for relentless resistance through the use of 
all enlightening processes. City slums and rural sub- 
standard housing, child labor, inequality of educational op- 
portunities, mob violence and lynching—these and many 
other evils threaten democracy here in America. The solid 
and constant attack on these human problems is the very 
essence of national defense and the best assurance of depend- 
able national unity. 

Yet we may go too far in retreating from these issues 


‘and postponing programs of social and economic improve- 


ment in order to concentrate on national military defense. 
Let us be clear about this matter. What are we proposing 
to defend? Who is going to be called upon to man the de- 
fenses? Unless we find answers to some of these prolonged 


depression problems, millions of our people—unemployed, 


‘ burdened with debts, fearful of the morrow—will have little 


incentive to give themselves to the work of military defense. 

We dare not put aside the important problems for post- 
war consideration. Such a procedure leaves to chance the 
very future of the American way of life which is what we 
have pledged our lives and fortunes to defend. If we are 
not daily bending every energy of mind and will to make 
that way of life work for the welfare of the people as a 
whole, how shall we secure the morale which may be needed 
one day in the event of an attack from the outside? If we 
fail to repulse the enemy within the gates—unemployment, 
poverty, disorganized agriculture and the like—from whence 
may we expect the united strength and clear purpose to re- 
pulse any outside force? 

This is no time to abandon our positions in the vanguard 
of the struggle for balanced prosperity, for equal and a high 
quality of education, for tolerance and freedom. I am deeply 
interested in education because I regard it as the pre- 
requisite for a successful democracy. ,If it is democracy we 
are trying to preserve, we cannot exchange schools for arma- 
ments, nor lay off teachers in order to hire soldiers. We 
must find the way to keep both the teachers and soldiers at 
their posts. Military defense must be paid for through sacri- 
fice, but not through the sacrifice of the very thing we seek 
to defend. 

This, in my opinion, is the time to redouble our efforts to 
make our educational system operate more effectively than 
ever in the process of enlightening our judgments. 

To be specific, we need to buttress our library system, 
particularly in the rural areas. When people are burning 
books in other parts of the world, we ought to be distributing 
them with greater vigor; for books are among our best allies 
in the fight to make democracy work. 

In my judgment, we ought to be investing through both 
public and private agencies substantial amounts in the wide- 
spread extension of public forums, discussion groups and 
institutes. I am happy to report to you that great gains have 
been made in this pro-democratic field of public education, 
and you may sense something of the growth of organized 
free discussion by listening to your radios and noting the 
announcements of forums in your newspapers. This is no 
time to retreat on this front of free public discussion. It is 
the deliberation of the people in an atmosphere of freedom 
on problems concerning their welfare which is the heart of 





the democratic process. Preparedness in the skill of public 
discussion and debate is the most significant kind of readiness 
for the defense of democracy. 

There is still a job to be done in eradicating illiteracy, and 
particularly in providing at least reasonable equal elementary 
and secondary school opportunities throughout the Nation. 

We have hundreds of thousands of good people in our 
midst who have not formally joined the American enterprise 
and taken out their citizenship papers. There are other thou- 
sands who do not sufficiently understand the ways of a free 
representative government and the principles of democratic 
group life. These people may represent strength or weakness 
in a time of severe testing. Let us be about the important 
task of educating them for effective participation in the work 
of solving our common problems. Is this not a practical way 
to follow the road to national unity? 

In the last fifty years the remarkable changes in our ways 
of life have been paralleled by unique inventions for the 
spread of knowledge and ideas. The motion pictures and the 
radio are the scientific means of rapidly advancing popular 
understanding of the scientific era. These instruments have 
been used thus far largely in the service of amusement and 
advertising. We have yet to harness their potentialities fully 
in the interest of public enlightenment. The average film 
library is poorly stocked with films that are really educa- 
tional. Most of the so-called educational films in excellence 
and quality are far below our ability to produce, and a large 
proportion of them deal with scientific processes for classes 
in the natural sciences. We have as yet few films on the 
social and economic subjects in which we are most in need 
of understanding. Here is another frontier for democracy 
to conquer. This powerful instrument should be dedicated 
in part to the strengthening of the fabric of American democ- 
racy through the diffusion of knowledge on its crucial prob- 
lems such as health, occupational adjustment, improved home 
and family living, conservation of natural resources, and the 
principles and practices of democracy. As you know, a start 
has been made in this direction in the Federal Government. 
But the great future for the production and distribution of 
films of high quality for educational purposes is still to be 
developed. 

Likewise, the radio has many undeveloped possibilities. 
We have been testing out the radio medium for educational 
purposes during the past four years. “Let Freedom Ring,” 
the story of our Bill of Rights; “Americans All—Immigrants 
All,” the story of the people who made America; “Brave 
New World,” the story of our Latin American neighbors ; 
“Democracy in Action,” the story of representative govern- 
ment in a changing world—these and many other programs 
presented by the United States Office of Education have 
won national recognition. But they have merely indicated 
some of the vast possibilities for education which are inherent 
in broadcasting. Thousands of schools and colleges are test- 
ing the airways as means of promoting enlightened citizen- 
ship and cultural improvement. Much of this pioneer work 
has been done on an emergency basis with emergency funds. 
The question now is: Shall this constructive work go for- 
ward on a permanent basis? If this fundamental work in 
the interest of raising the level of citizenship and American 
culture is likely to make democracy more secure, dare we 
set it aside even temporarily? Is not this work the very 
essence of national defense, of protecting our democratic 
heritage? 

There is great concern these days over the threat of dis- 
turbance from organized groups espousing some form of dic- 
tatorship. In the midst of the social and economic chaos in 
the old world, the slogans of revolution again flare up and 
the democratic peoples fear for the future of self-govern- 
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ment. We are sometimes asked to suppress the organizations 
and expressions of people who subscribe to the so-called 
“alien isms.” Much as I dislike these schemes of regimenta- 
tion, I am convinced that they cannot be suppressed. They 
must be outdone. They must be out-maneuvered through 
hard, practical democratic achievement. 

“You have nothing to lose but your chains,” goes one of 
the slogans. And in it you see the nub of my point. The 
slogan is meaningless and powerless if the great majority of 
people have something to lose by revolutionary change, if the 
masses have a stake in an ordered, progressive society. Sup- 
pression of the people who want to sHout such slogans only 
feeds the fires of discontent. Our job is to undercut the 
slogans by reducing unemployment, increasing standards of 
living, safeguarding the farms from bankruptcy. This takes 
understanding and deliberate group action based on discus- 
sion and study. Above all it requires a determination that 
our problems shall be settled by deliberation. 





One of the great sources of stability and sound progress 
is represented right here in this room. The families who 
live on the land have given our democracy some of its great- 
est leaders. In this time, we who labor in the vineyard of 
education look to the quiet, thoughtful sons of the soil to 
resist movements that would weaken or emaciate public edu- 
cation and to insist on a forward march. A nation which is 
spending as much on its intoxicating beverages as it is on its 
schools cannot seriously accept the notion that we are putting 
a disproportionate amount into education. This is your prob- 
lem, because an enlightened Ameriza is essential to your 
welfare. 

Here in this Western Hemisphere is “earth’s last best 
hope”’ of sheltering human values. Here we are building on 
the foundations of a vigorous agrarian democracy. Here we 
can, if we will, stop the growth of blatant dictatorship and 
hold high the beacon light of freedom as a standard for the 
world to follow. 


The Crisis and Our Responsibility 


COMMON-SENSE IS LACKING 


By MARY E. WOOLLEY, Author, Educator and Expert on International Affairs 
Delivered at the dinner of the New York State Federation of Women’s Clubs, Rochester, N. Y., November 13, 1939 


A remark of that kind was made by James M. Beck, 

one of the visitors at the Disarmament Conference in 
Geneva in 1932. “The world has faced four major crises 
in its history: The Fall of the Roman Empire, the Thirty 
Years War; the French Revolution and the day in which we 
are now living.” The remark startled me at the time. The 
year 1932 in the group with the Fall of the Roman Empire, 
the Thirty Years War, the French Revolution, as a major 
crisis in the world’s history? As a student, I had wondered 
how human beings could survive through the Fall of an 
Empire; through the dragging years of a Thirty-year war; 
through the horrors of the French Revolution. The truth 
of the statement, which seven years ago seemed incredible, is 
today only too apparent. We realize, that we are indeed 
living in one of the major crises of the world’s history. 

There are many avenues of approach to this subject of a 
crisis; I should like to approach it from the point of view of 
the way in which it invalidates. It invalidates, weakens, the 
human being from the most practical point of view, that 
aspect which we call his common-sense. The present situa- 
tion is one absolutely devoid of common-sense, approach it 
from any angle that we may. Take for example, the financial. 
The suffering of human beings in the world staggers the 
imagination: millions upon millions are poverty stricken not 
simply in the sense in which we ordinarily use the expres- 
sion, without adequate food, clothing, shelter; they are liter- 
ally starving and freezing to death. Never in the history of 
humanity has there been a “refugee problem” commensurate 
with the one which we are facing. Eighty million refugees 
in China alone; thousands from Spain and Germany and 
Central Europe; every country under the influence of the 
totalitarian race delusion, with its tragic quota; to the mil- 
lions in need because of financial depressions, other millions 
deliberately added by the insanity of intolerance. 

“You cannot throw the world’s wealth onto a scrap-heap 
without paying the price,” said a keen student of interna- 
tional affairs during the depression of 1932. And the world, 
not learning the bitter lesson which the World War taught, 
in 1939 is again throwing the world’s wealth onto the scrap- 
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heap. Two billion pounds, the estimated cost of the war for 
this year in Great Britain alone. Eight billion dollars,—not 
to build up but to tear down! Eight billion dollars in one 
year,—gruelling taxes today, and gruelling taxes for genera- 
tions to come. At the best, a bitter period of readjustment, 
how bitter, no one dares prophesy. 

The present situation is a blow at the common-sense of 
human beings from other points of view. Generations have 
gone into the building up of the monuments of Europe; 
minutes encompass their destruction. Scientists devote their 
lives to medical research in order that the physically and 
mentally sub-normal may become at least not a menace to 
society; millions upon millions of dollars are invested in 
hospitals for these “unfit” and other millions are devoted to 
their care. And the “flower” of the nations, the physically 
and mentally most “fit”, are the first to be sent to the 
holocaust of the battlefield! The tragic situation of the 
world today points toward human bankruptcy, bankruptcy 
in common-sense. 

It points toward bankruptcy in other lines. There is no 
contrast more impressive than the contrast in human per- 
sonalities. Years ago in London I arose very early one sum- 
mer morning to take a train. The early morning light was 
touching the trees in St. James Park opposite my window 
and as I looked out to see the miracle of the daybreak, I 
saw one of London’s police poking what looked like a big 
bundle of rags. But as I looked, the bundle moved, lifted 
itself, and a woman stood on her feet, a woman drunk, 
sordid, sodden, a bit of human driftwood, that stays in the 
memory to be recalled with a shudder. 

Over against that picture there is another, also of a 
woman. The background is California this time, San Diego 
on a sunny day and the picture that of an old lady over 
ninety years of age with bright eyes, rosy checks, quick wit, 
with almost a century of useful living behind her, keeping 
a serene, deep-seated joy in life to enrich the lives of all 
with whom she comes into contact. 

I could draw upon my memory for illustrations many times 
over and so could you, illustrations of the heights to which 
human personality can rise and the depths to which it can 
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sink. The heart of the crisis is embodied in the question: 
“What is it doing to human personality?” This is not a 
rhetorical question. The theory that might is right, strikes 
at the centre of human living. What does it do? First, it 
brutalizes. The “blood-bath” with which the Nazi Govern- 
ment threatens Europe and of which it has given a sample 
in Poland, means not only incredible suffering on the part 
of the victims; it means also incredible brutalization on the 
part of the victors. The papers report that rejoicing in 
Berlin over the glorious victory in the sinking of the Royal 
Oak. “A brute I might have been, but would not sink i’ the 
scale.” Is that a lost ideal in these days of death from the 
skies and from the depths? 

Today presents a crisis in human living from the point of 
view of honor. When the pledged word becomes a “scrap of 
paper’, as it has become in the power politics of Europe, 
there is no foundation stone upon which to base human rela- 
tionship. “Unless there be faith, there can be no human 
relations’ —said Crotius three hundred years ago. There 
can be no conference table, no reasoning together, no “peace 
with justice” except as there is honor among nations and 
among the individuals who make up the nations. “The 
plain truth is that after our past experience it is no longer 
possible to rely upon the unsupported word of the present 
German Government,” are Neville Chamberlain’s words to 
his people. What future for humanity if there can no longer 
be reliance upon the pledged word? 

“Our responsibility’—that is a question which involves a 
look backward and a look forward as well as at the present 
situation. The look backward I should like to take as far as 
the close of the World War. There was never a time in all 
history when the soil was more ready for a new world order. 
War had lost its glamour,—was seen for what it was. “The 
War to end war” was over; “Never again” has become the 
slogan. As we look back, we can see more clearly, than at 
the time, how direct was our responsibility following the 
armistice. We helped win the war, but we failed to help win 
the peace. It is incredible that we could have been so blind. 
The road from the battlefield to the conference table was 
bound to be a steep one, hard to climb. How could it be 
otherwise? The League of Nations was an experiment in an 
environment of centuries-old prejudices and passions and 
prepossessions. The enterprise could not spring full-grown, 
a Minerva from the brow of Jupiter. But it was the alterna- 
tive to the battlefield. The Government of the League 
offered opportunity for the necessary revisions in the Treaty 
of Versailles; the conference table, opportunity for the 
rectifying of injustices in that Treaty; the World Court, 
opportunity for the adjustment of disputed questions. It 
was the blazing of a new trail, the opening of a straight 
and narrow path of reason leading to construction in place 
of the broad highway of insanity and unreason that through- 
out the generations had led to destruction. 

It never has been easy for Europe to understand the train 
of thought which led the United States to disclaim respon- 
sibility fer helping to substitute reason for force, in the 
event of international misunderstanding. In 1917 we were 
ready to cooperate in the arbitrament of force; in 1919 we 
refused to cooperate in the arbitrament of reason. It is an 
anomaly impossible to explain. The League of Nations was 
the achievement of the President of the United States more 
truly than of any other person. To make our logic even more 
illogical, we refused to join the World Court, framed and 
revised largely by American jurists, foremost among them 
Elihu Root, thus repudiating the work of an outstanding 
Republican, as earlier we had repudiated that of an out- 
standing Democrat. 

The vears since the close of the World War have been 
marked by failures of the Great Powers to improve oppor- 


tunities. It is hardly too much to say that the international 
“hell of today is paved with neglected opportunities!” The 
Republic of Germany failed to receive a helping hand from 
the other democracies of Europe; the conference on the 
Reduction and Limitation of Armaments, to fulfill the pledge 
of the Allies in the Covenant of the League, was deferred 
from 1919 to 1932, thus losing through those years the help 
of the conciliatory personalities of Briand and Stresemann, 
and preparing the way for Hitler; in 1932 England failed 
to make effective the “Stimson Resolution” to “recognize no 
treaty, situation or agreement, reached through violation of 
the Covenant of the League or the Pact of Paris” and thus 
opened way for the doctrine that “might is right” in China 
and Ethiopia, Czechoslovakia and Poland; again in 1932 
England and France “damned with faint praise” the Hoover 
plan for the one-third reduction of armaments, and effectives, 
thus defeating an arms treaty in 1932 and making possible 
Hitler and all that Hitlerism means. 

It would be easy to fill our evening with the “backward 
look” as far as our responsibility is concerned. There is a 
subtle temptation to dwell upon past opportunities and our 
failures to improve them, with a resulting spirit of defeatism. 
And “defeatism” is not the mood in which to face difficulties. 
“T make mistakes,” said a wise and capable woman, “but I 
try never to make the same mistake a second time”. It is 
that mood which makes for progress in the case of the world, 
as in the case of the individual. The world problem is in- 
finitely more difficult than it was in 1919,—that goes with- 
out saying. The theory that “might is right” has never had 
the strangle-hold which it has today. With that conception 
is linked a certain contempt for the humane, for the merci- 
ful, the just; in other words, a sneer for the teaching of the 
greatest sermon in the world,—the Sermon on the Mount. 
You may have seen a quotation from a recent article entitled 
“Background and Foreground,” which Wickham Steed‘wrote 
for the London “Fortnightly.” “Hitlerism is something more 
and something worse than the ‘Prussian militarism’ that was 
the enemy in 1914-1918. Common to both is the immoral 
doctrine that Might is Right and the Prussian conception 
of the State which Hegel defied as ‘God’s movement in the 
world’, ‘the absolute Power on earth’ and ‘an end in itself.’ 
New in Hitlerism is Hitler’s own conviction that he himself 
is divine. In the words that he used to one of his former 
advisers: ‘Insofar as there is a God, I am He.’ Even William 
of Hohenzollern, whose familiarity with the Almighty as- 
tonished the world in the closing years of the 19th century, 
never went beyond speaking of ‘My old ally, God’.” 

The spirit prevailing in Hitlerized Germany and in the 
militarized regime of Japan, is a Juggernaut as relentless as 
the mechanized army which swept over Poland with ruthless 
crushing out of human life. 

The world problem has become an exceedingly difficult one 
because of the increase in “the sinister” of European diplo- 
macy. Who knows what is being formented in the Kremlin, 
in the tortuous mind of a Stalin? Today seems almost to 
out Machiavelli Machiavelli! A war of wits, of cunning, of 
duplicity.—what chance has a conference table in such an 
atmosphere? “Come, let us reason together.” But how can 
we reason together, when the goal is to outwit one another! 

Or what possibility is there for conference when the 
pledged word has again become a mere “scrap of paper.” 
“The pledge and the performance’’—an editorial in a New 
York Daily a short time ago gave a list of Hitler’s pledges 
not to disturb further the security of nations in Europe— 
and his ruthless breaking of those pledges. 

There are heavy clouds over-hanging the world today, 
there are rifts in the clouds. Chief among them is the change 
in the attitude toward war. The dread of war, the sense 
of its futility, are in marked contrast with the attitude of 
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1914. The applause of the Italian women in Rome a few 
weeks ago to Mussolini’s: “I see no real reason for war;” 
the hysterical joy in Germany recently over the false report of 
an armistice ; the attitude in England, no enthusiasm, but “teeth 
set in grim determination;” the “War of Diplomacy”, an 
indication, at least, of dread of a real war; the “never again” 
spirit in our own country. A realization not only of the hor- 
ror, but also of the futility of war, has made greater progress 
within the last twenty-five years than in all the preceding 
centuries. “In war today neither side wins,” has become a 
commonplace. 

There are other gains, two of them of special significance. 
The first is the increased emphasis on the importance of the 
moral and the spiritual. Not all the sermons today are 
preached from the pulpit. They come also from public officials ; 
from editors and “columnists”; from leaders in business and 
profession; from scientists and essayists. Listen to a Gov- 
ernor of New York who is a Jew; to an ex-Governor, who is 
a Roman Catholic; to a columnist, in a leading Daily. “The 
extent to which attacks upon religion have been also directed 
against democracy”, says Governor Lehman, “has demon- 
strated that religion and democracy are rooted in the same 
basic concepts, and are bound together so closely that neither 
can survive long without the other.” 

“The nations of the Old World, like the prodical son, 
are wasting their substance and we will only have peace and 
comfort when they return to their Farther’s house,” are the 
words of “Al” Smith. 

Speaking at the Annual Memorial service of the American 
Legion in France recently, the president of the American 
Club in Paris said that if the spirits of the dead could speak 
they might say that living in the past twenty years “had been 
enveloped in complacent optimism which permitted the de- 
generation of individual, national and international morality 
just at a moment when the world needed spiritual renais- 
sance.” 

Anne O’Hare McCormick sums it up in her New York 
Times column: 

“The development of recent days reveal something more 
than lack of confidence, among great powers seeking their 
own security, or the drastic change that has taken place in 
the position of small countries, no longer permitted even to 
be neutral; and thus deprived not only of political and eco- 
nomic but moral independence. Above all, they emphasize 
that the international crisis is a moral crisis, and the founda- 
tions of the world will be shaky until the moral props are 
restored.” 

These words and many others like them, reveal another 
gain of marked significance, namely, the trend toward spirit- 
ual unity. Take as an illustration, the recent Encyclical of 
the Pope. Is it of slight significance that the head of the 
Roman Catholic Church dwells at length upon the truth of 
which the Apostle of the Gentiles was the herald, that “ ‘God 
hath made of one, all mankind to dwell upon the whole face 
of the earth, determining appointed times, and the limits of 
their habitation.’ ” 

In this world tragedy, what is our responsibility? First, 
as a people. What a problem confronts us as to that answer! 
Not war—and yet not isolation. 

“In a desolate and morally leaderless world, may America 
stand the strong and unswerving protectress of the good and 
godlike in man. May she do this, in the knowledge of good 
and evil, aware of her own human insufficiency, but scorning 
the lie, and standing by her sound and vital belief in the 
good, in freedom and truth, peace and justice,” says Thomas 
Mann. 

It is not difficult to accept that principle—the application 
is another matter. Difficult, but not impossible. In an age 
in which the impossible has become the commonplace in the 
mechanical world, nothing is impossible. 






“World Federation” is in the air; — it has even been 
brought down to earth by definite plans, organized effort to 
work for it. There is the possibility of effective appeals to 
the nations who are the signers of the Paris Pact, including 
Germany and Italy and Japan,—nations that pledged them- 
selves “not to resort to War as an instrument of National 
Policy.” Is there no way of bringing them to their senses? 
Of making the pledged word something more than a “scrap 
of paper’? 

There is a part here for the individual to play. A thougit- 
ful, informed public opinion, who knows what it might ac- 
complish? A public opinion that might even disregard party 
lines in order to render world service! 

There may be times in your experience when you will 
be in the position of the taxi-driver whom Secretary 
Perkins mentioned in a talk in Denver in June. “I voted 
for Mr. Roosevelt,” he remarked in the course of a conversa- 
tion which taxi-driver seem to enjoy carrying on with their 
“fares.” “Then you are a Democrat?” the Secretary of 
Labor naturally observed. “No, I’m a Republican,” was the 
reply. “But you know sometimes you have to do what is 
right in spite of your principles.” May I add that it worked 
both ways, as far as party is concerned. 

Difficult? Yes, it is difficult, very difficult. There is a 
curious attitude prevalent, the attitude that because problems 
in the economic, the political, the social world are difficult, 
they are therefore insoluble! Suppose that attitude had pre- 
vailed in the scientific laboratory? If it had, we would be 
back in the horse and buggy age, reading by the kerosene 
lamp. Rather, we would be travelling by the ox team and 
perusing our month old—or year old—‘news” by the aid 
of the tallow-dip! There is nothing more inexplicable than 
the mentality which boasts of the progress made in the me- 
chanical world but fails to see any hope of progress in the 
political and social world. 

Our responsibility is for today, but it does not stop there. 
It is also a responsibility for tomorrow. The totalitarian gov- 
ernments labor under no delusions with regard to the im- 
portance of education for the future and in this particular 
we might well take a leaf out of their notebook. A leaf,— 
yes—but not the entire book! Our ideal is diametrically op- 
posed to the ideal of the totalitarian state. Years ago, Dr. 
Charles N. Jefferson put into unforgettable words the thought 
which I would emphasize: “The problem of the Twentieth 
Century is the problem of learning how to live together.” 
Nazi youth are being taught how not to live together; taught 
to substitute for the humane, the inhumane; for reason, un- 
reason. 

It has two sides, this education for youth. First, the 
problem of learning how to live together is a challenge to the 
human mind. An age in which the impossible in the scientifx 
world has become a commonplace, is not the age in which 
to say that human mentality is unequal to the solution of 
economic, political and social problems. 

Again, this challenge is a challenge to the human spirit. 

“To many of us the religious training of youth has always 
seemed a matter of primary importance. The events and 
trends of today have made it a first essential,” said the 
President of the Friedsam Foundation in granting one mil- 
lion dollars from the Foundation to the newly formed Jewish 
Education Committee for the improvement and extension of 
religious education among the Jewish youth of New York 
City. 

“The Crisis and our Responsibility.” The crisis is “one 
of the four major crises in the history of the world,”—the 
seven years since I heard that statement have simply con- 
firmed its truth. “Our responsibility.” As I was writing 
those words I noticed the report of the American Youth 
Congress of last summer, open on my desk at these words: 
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‘This is undoubtedly one of the turning points in world 
history. What you, your neighbors—all the communities 
throughout the country do—will help determine to a great 
extent what kind of a world we will all live in during the 
coming years. What you all say, what you tell Congress, 
what policies you all support, are tremendously important.” 

‘These are the words of youth to whom the future is of 
vital importance, the “kind of a world” that they will have 
to “live in.” What are we of an older day, ready to do to 
help shape that world? 





I turn from the youth of today to the ancient Greek, that 
I may leave with you the words of Aristophanes: 

From the murmur and subtlety of suspicion with 
Which we vex one another, 

Give us rest. 

Make a new beginning, 

And mingle again the kindred of the nations in 

The Alchemy of Love, 

And with some finer essence of forebearance 

Temper our mind. 


Towards a New World Order 


INTERNATIONAL DISARMAMENT IS NOT IMPOSSIBLE 


By P. J. NOEL BAKER, Member of Parliament of Great Britain 
Delivered over British Broadcasting System, December 12, 1939 


NE day in March of 1895 two men sat together in 
the moonlight on a sledge in the frozen ice-fields of 
the Arctic Sea. They were farther North than any- 

one had ever been. One of them was Fritjhof Nansen, a 
famous athlete, a scientist and man of letters, and now the 
leader of a Norwegian expedition to find the Pole; the other 
was Otto Sverdrup, the captain of Nansen’s ship, the Fram. 

It was Nansen who had conceived the expedition’s plan: 
he had formed the theory that there was a current through 
the Arctic Ocean which, if he could jam his vessel in the ice- 
floes, would drift it across the Polar region and so would 
take it nearer to the Pole than any previous expedition had 
ever been. Almost with one accord the scientists and ex- 
plorers of every nation had denounced both Nansen and his 
plan. Nansen listened to his critics, but he was certain that 
he was right, and he went on. And they were already vic- 
tors, Nansen and Sverdrup, as they sat together in the glit- 
tering ice-fields beneath the Arctic moon. Everything had 
gone as Nansen had foreseen. He was farther North than 
any earlier expedition. His success was greater than he had 
dared to hope. 

‘Thirty years later I worked for Nansen in the League of 
Nations. He had been given the task of bringing home half- 
a-million abandoned prisoners of war whose governments 
were powerless to help them. Later he was asked to organise 
relief for the famine-stricken millions on the Volga, to ex- 
change Greek and Turkish populations, to settle a million- 
and-a-quarter refugees from Asia Minor in their motherland 
in Greece. Every time a new task was laid upon him, the 
experts and the “practical politicians” told us that the thing 
was hopeless; failure this time, they said, was certain—no 
such thing had been tried in international politics before. 

Every time Nansen listened to the difficulties and objec- 
tions which they made. Every time he overcame them. His 
successes were not an accident. He once told me the rules 
by which, in his explorations and at Geneva, his work was 
done. ‘There were three of them, and they were very simple: 

“Never stop because you are afraid—you are never so 
likely to be wrong.” 

“Never keep a line of retreat: it is a wretched inven- 
tion.” 

“The difficult is what takes a little time; the impossible 
is what takes a little longer.” 

When people tell me that the peace aims of the Labour 
Party are Utopian, or visionary, or idealistic, or whatever 
contemptuous expression they may use, I think of the things 
which experts called impossible which I saw Nansen do. 
And I remember the rules by which he did them. 


Mr. Attlee told you a month ago what the Labour Party 
want to do when the war is over. We want it to end with 
treaties that will bring us peace—real peace, built on justice, 
destined to endure. We want the horror of Nazi cruelty to 
be wiped out. We want Poland and Czecho-Slovakia to be 
restored. We want the Austrian people given freedom to 
decide their fate. But more than all these things we want 
to make what we call a new world order. Our world is 
becoming very small; we live in a society of nations—we 
must organise it if we want ordered peace. We want to 
settle disputes between peoples, not in bloody trenches, but 
in a court of law. We want to get the nations to give up 
the monster ships, the submarines, the aircraft, the tanks 
and poison gas, by which modern war is carried on. We want 
to ensure that if any nation does commit the crime of war 
all the other nations shall stand together in overwhelming 
strength to protect the victim and uphold its rights. We 
want our own Government to say, now, in plain and concrete 
terms, both that they mean to do these things and how they 
mean to do them. We want our men to know what they 
are fighting to attain; we want the Germans to know, at 
once, beyond all doubt or question, that when they have a 
government that will give justice and equality to other na- 
tions, we will give justice and equality to them. 

I know that many listeners will say “That’s Utopian”; 
or “It’s been tried and failed”; or ““We must first win the 
war.” Yes, we must first win the war; and I wish I had the 
time to tell you why I am absolutely certain that we shall 
win. One reason is because I know that behind the facade 
of Goebbels’ propaganda there is a new Germany—a Ger- 
many not only anti-Nazi, but anti-militarist as well—a Ger- 
many which, if we state our peace aims clearly, may soon 
become a genuine ally in the cause of peace. But my task 
here is to look beyond the confusions of the present moment, 
and to answer those who say that even if we win, no inter- 
national institutions can be made to work; that we have 
tried the League of Nations and it has failed; that the 
Covenant was a grandiose mistake; that we must face real- 
ities and drop our humbug about disarmament and the rule 
of international law. 

I begin by denying that the League was tried and failed, 
that the Covenant was wrong, that the great experiment in 
Geneva has left us no further forward than we were before. 
In actual fact, when the League and the Covenant were 
used they never failed. The fault lay, not in the tables of 
the law but in the fact that the commandments of the law 
were not observed. I remember a conversation I had in 
Geneva in 1932 with a British Minister, which gives the 
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key. It was when the Japanese invasion of Manchuria was 
at its height. In answer to a question, the Minister replied: 
“Oh, we knew that Japan was the aggressor; we didn’t want 
to do anything about it, that was all.” But in the twelve 
years before Manchuria happened, the experience of the 
League had brought us further on the road to peace than we 
had ever been before. It had shown us how war can be 
abolished; what rules and what machinery are needed: it 
had shown us this machinery works when it is used. 

Let me take four vital factors in its system, in respect of 
which the experts used to tell us that nothing could be done. 
The first is law courts. Without courts to settle quarrels, 
British life and British government would very soon break 
down. A court to deal with nations’ quarrels is just as vital. 
In 1920 the League drew up its plans for such a court. The 
basis was that judges, when elected, were to be loyal, not 
each to his own nation, but to the nations as a whole. The 
Lord Chief Justice of Great Britain thought the plan im- 
possible; he didn’t believe that we or our children’s children 
would see judges who would give verdicts against the States 
from which they came. But in three years’ time the thing had 
happened; the court had been established, and had rendered 
judgment in a case of grave international importance in 
which a French judge had decided against the thesis which 
the French Government had maintained. 

The second factor is Disarmament—by which I mean, of 
course, not the total disarmament of a single country, but 
the general reduction of all armaments by an international 
treaty to which all important countries must agree. Lord 
Grey told us, after the last Great War, that we must disarm 
or perish; but an eminent Foreign Office expert wrote a 
memorandum in 1918 to prove that the technical difficulties 
of a disarmament treaty could never be overcome. Fourteen 
years later, when Arthur Henderson was struggling against 
great odds in the Disarmament Conference at Geneva, we 
heard a lot about these technical difficulties from the experts, 
but we found, as a witty Spaniard said, that a technical dif- 
ficulty was really a political objection in uniform. When the 
Conference had been sitting eighteen months Sir John Simon 
told the delegates that every technical problem of disarma- 
ment had been solved; only the political decisions were re- 
quired. It had been proved that a general treaty of disarma- 
ment was not impossible; in other words, that the 
governments could have made one the moment they desired. 

The third factor in a peace system is joint resistance to 
aggressive war. The Covenant was founded on the prin- 
ciple that if any government attacked another, the nations 
of the League would stand together to protect the victim. 
While it was believed that this principle would be upheld, 
the League settled nearly a hundred international disputes, 
and it actually stopped four dangerous wars that had begun. 
Then came Manchuria, Abyssinia, Austria and the rest, when 
the principles of the Covenant were not upheld. But we 
know now that, if they had been, we should never have had 
this war. The history of these events shows, not as so many 
experts have asserted, that the Covenant was wrong, not 
that joint resistance to aggression is a mistake, but that at 
certain moments of grave international crisis powerful gov- 
ernments made mistakes which have cost us very dear. And 
we must learn the lesson that the line of least resistance— 
surrender to aggression—will never bring us peace. 

The fourth factor in international economic action is to 
promote the common welfare of mankind. Since 1931 almost 
every government has been trying to prepare itself economi- 
cally for war; to reduce its dependence on international 


trade; to make itself “self-sufficient.” And everybody knows 


that the further they have gone, the poorer they have made 






their peoples. If the governments would work together, in- 
stead of against each other—if they would plan their pro- 
duction of wealth and its distribution—they could double 
the income of the world, and enormously reduce the present 
mass of human suffering and disease. There is no economist 
or banker who would deny that this is true. And when it 
comes to war, we do such planning. For war we can pool 
our joint resources in shipping and industry and raw mate- 
rials, with the French. Why can such things not be done 
for peace? Not because it is impossible to do them. Not 
because they would be failures if we tried. The Interna- 
tional Labour Office in Geneva has already shown what im- 
provements can be made in the lives of the workers if the 
governments will co-operate together for a common end. 
We know how to deal with slumps and unemployment, how 
to manage currencies and trade, how to plan the work and 
the production of mankind. Why haven’t we done it, and so 
removed the causes that helped to bring this war? Because 
the peoples don’t desire it? But ninety-nine per cent of all 
mankind now want it done! In all the last eight years no 
aggressor has been able to make his people want a war. The 
enthusiasm, the excitement, have disappeared. The Nazis 
have spent a decade glorifying war; they won a striking vic- 
tory in Poland; yet every neutral traveller tells us that Ger- 
many is the land where no one smiles. No one indeed in all 
the world, except the Nazis and a few crazy militarists in 
other countries, now believes, as nearly everybody believed a 
quarter-of-a-century ago, that military power can make a 
nation happier or richer, that victory in war is the hall-mark 
of greatness and prestige. And this is the fundamental 
change which Time, and the League of Nations, have 
brought about. 

This is the real reason why we can still hope—the real 
reason why the sacrifices of this war are well worth while. 
Don’t misunderstand me; don’t think I am saying the 
League was perfect. I know just as you do that we have got 
to make a new and better start. I am only saying that we 
failed because at decisive moments the governments allowed 
fear to dictate their policy, and so went wrong; because 
while they were trying to make a new world order they kept 
open their lines of retreat to the old world of power politics; 
because they let the so-called “experts” tell them that things 
were impossible, which in fact were well within their grasp. 

The rule of law; a general treaty of armament reduction; 
collective resistance to the criminal who starts a war; joint 
economic action among nations to end the senseless waste 
and hunger which our present system now involves—these 
are the things which together will ensure a real and lasting 
peace. And experience has proved, not that they are impos- 
sible, but that they can all be done. 

They can be done when this war is over, provided that 
one condition is fulfilled; and that condition is that Britain 
leads. Twenty years of harsh experience have taught us that 
no other nation in the world can do it, but that other nations 
follow when Britain leads. Our people want these things 
more than they ever wanted them before. We are fighting 
for what we call Democracy. Democracy means that the 
will of the people shall prevail. Next time neither fear nor 
vacillation, nor the advice of so-called “experts,” nor the 
power of vested interests, nor the subterfuges of diplomacy, 
shall stop us. We must lead the peoples. And when we do, 
we shall find that from the Far North of Nansen’s Norway 
to the remotest village in the Isles of Greece, there are in 
every country vast multitudes of simple men and women 
who are longing for a world in which they can be safe and 
happy, and who know, as you know, that such a world can 
be created if only statesmen have vision enough and faith 
enough to make it. 
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The Present Need For a Sane Commercial 


Policy 


ECONOMIC AND COMMERCIAL WARFARE IS A CONSTANT MENACE TO PEACE 


By HENRY F. GRADY, Assistant Secretary of State 


Delivered in the National Radio Forum of the Washington Evening Star, over the Blue Network of the 
National Broadcasting Company, November 27, 1939 


MERICANS in all sections of the country, in our 
cities and on our farms, in our offices and our fac- 
tories, toiling in our cotton, wheat, and corn fields, 

in our mines and on our railroads, all are coming to realize 
that the United States is one of a group of nations which 
must seek their livelihood in an international community. 
Neither the United States nor any other country can draw 
apart from this world community and yet hope to maintain 
its present standard of living. 

The world’s resources are not equally distributed. Some 
countries possess great surpluses of raw materials but are 
lacking in capital equipment and skilled labor. Other coun- 
tries are well adapted for carrying on industrial production 
but lack necessary raw materials. Even the United States 
with its unparalleled abundance of natural resources cannot 
hope to be self-sufficient. 

The raw-material-producing countries differ widely in 
respect of the kinds of raw materials which they are able to 
supply, and industrial countries differ widely in respect of 
the types of goods which they are best equipped to manu- 
facture. Even between industrialized countries there is close 
interdependence; the greatest development of mutually prof- 
itable international commerce has been between such coun- 
tries. 

To fulfill the needs of this interdependence of nations 
there has developed a mechanism of international economic 
relations of which the domestic economy of each country 
forms a functioning part. The exchange of commodities 
produced by countries rich in raw materials for articles 
manufactured by industrial countries illustrates the eco- 
nomic interdependence of nations, just as the exchange of 
the products grown on our farms for the factory products of 
our cities illustrates the economic interdependence of the 
various sections of the United States. 

Under normal conditions of peace, economic conditions 
in a country are affected to an important extent by the pol- 
icies and actions of other countries. In time of war, however, 
changes occur in the economies of the participants which are 
relatively sudden and violent. Such changes have an espe- 
cially far-reaching and disturbing effect on the economic 
structure of the entire world. 

Under normal conditions, the international mechanism of 
trade and capital movements operates to effect adjustments; 
under wartime conditions, however, the changes which occur 
are even more serious in their consequences because of a 
partial breakdown of this mechanism. The economic prob- 
lems of war are not confined to the belligerents alone; they 
burden the international community as a whole; no nation 
escapes unaffected. 

My discussion this evening of our present need of a sane 
commercial policy as embodied in the trade-agreements pro- 
gram is based, first, upon the fact that the world is closely 
bound together commercially, financially, and industrially, 
and, second, upon the significance of that fact in the light 
of the present conflict in Europe. In order, however, to 
appreciate the need of the trade-agreements program at this 





juncture of world affairs, it is necessary that we understand 
the bearing of foreign trade upon a prosperous domestic 
market and the contribution which this program has made 
to American prosperity by helping to restore and expand 
foreign markets for our products. 

The most distinguishing characteristic of the depression 
through which this country passed between 1930 and 1932 
was the sudden inability of manufacturers, farmers, and 
merchants to find buyers for the goods they had to sell and 
their consequent inability to afford the goods they had been 
accustomed to purchase. The stagnation of domestic mar- 
kets and interruption of the steady flow of production and 
consumption brought in its wake new unemployment, in- 
creased stagnation of business, and general pessimism regard- 
ing the future. 

In the course of the depression years of 1930, 1931, and 
1932, we learned once and for all that the great domestic 
market, in which we had come to place almost unbounded 
confidence, was capable, like Alice in Wonderland, of rapid 
shrinkage as well as growth. Instead of being destined to 
grow without interruption, as many had come to suppose, 
the market proved to be capable of stable activity and expan- 
sion only so long as it was able to draw nourishment from 
all accustomed forms of economic activity. In 1930 and 
after, this was not the case, and the market succumbed from 
a lack of certain essential stimulants, one of which was the 
impetus given to domestic trade by a normal flow of foreign 
trade. 

In 1930, the Hawley-Smoot tariff was enacted as if on 
the assumption that our 9-billion-dollar foreign trade was 
a branch of the economy not essential to the prosperity of 
our domestic market—an assumption which proved to be 
tragically wrong. The Hawley-Smoot Tariff Act raised bar- 
riers to nearly all foreign goods, including those only re- 
motely competitive with our products, and our imports were 
sharply and suddenly curtailed to a fraction of what they 
had been. As a result, foreign customers, for lack of pur- 
chasing power, were compelled to forego accustomed pur- 
chases of basic American export products such as cotton, 
tobacco, lard, tractors, and machinery. 

But men thrown out of work by the loss of export busi- 
ness could no longer buy the same quantities of goods they 
needed; domestic producers, despite their increased protec- 
tion against foreign competition, found fewer and fewer 
buyers. Practically the whole domestic market was theirs, 
but it was shrinking at an alarming rate before their eyes. 
The result of all this was, of course, net loss for everyone. 

Since 1934, we have been applying a remedy designed to 
quicken the flow of domestic business and so to restore Alice 
to her normal size and growth. Through the trade-agree- 
ments program, authorized by Congress in 1934 and ex- 
tended in 1937, we are reducing some of the artificial 
barriers to foreign trade which have grown up both at home 
and abroad as a result of world-wide competition in import 
restrictions. We are concluding agreements with foreign 
countries like-minded in this purpose, by which they agree 
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to lower tariffs, enlarge quotas, and remove discriminations 
against American goods, in return for which we also make 
concessions to facilitate the importation of some of their 
products. 

Each concession gained from foreign countries creates an 
opportunity for American producers to increase exports— 
men are put to work in American factories, or the market 
for some agricultural commodity is strengthened. In either 
case, income is created, and the American workingman or 
farmer, when he goes to market, has more money to spend. 
His purchases stimulate business in many other industries, 
some of which may seem remote from foreign trade. Sup- 
pose he decided this year to buy a turkey for Thanksgiving; 
suppose he found that it was high time to replace an old 
radio, or that he finally decided to have his house repainted. 
Each purchase puts other men to work and creates a better 
market for domestic goods and services. This is the essential 
purpose of the trade-agreements program. 

The trade-agreements program cultivates foreign markets 
for American products because the recovery of these markets 
is essential to the restoration of industries which produce for 
the home market as well as the prosperity of those which 
produce for the foreign market. 

The index of the volume of our export trade fell from a 
base figure of 100 in 1929 to the low point of 52.3 in 1932, 
or nearly 48 per cent. During the same period, the index 
of industrial production fell 47 per cent; employment, as 
measured on a man-hour basis, fell 55 per cent; and prices 
of finished products and raw materials declined 26 per cent 
and 43.5 per cent, respectively. 

Similar evidence is to be found in the course of economic 
events in the United States during the 8-year period from 
1922 to 1929, which was for the most part a relatively 
normal period, not affected by the abnormal factors of a 
world upheaval as was the period which followed. The 
period from 1922 to 1929 was marked in the United States 
by three distinct but minor fluctuations in economic activity 
which were national rather than international in scope. As 
measured by the index of manufacturing, the economic activ- 
ity of the Nation fell to its lowest points of this period in 
1924 and 1927 and experienced its greatest annual increases 
in 1923, 1925, and 1928-1929, the increase in 1929 being 
the same as in 1928. The years in which manufacturing 
activity increased the most, that is, in 1923, 1925, and 1928, 
were also the years in which occurred the greatest increases 
in our exports of finished manufactures. The years of decline 
in manufacturing activity, which were 1924 and 1927, were 
also the years of slower growth in these exports. 

It is no mere coincidence that there has been a close corre- 
spondence between movements in exports and business condi- 
tions in the United States over a long period of years. There 
is an important connection between activity in production 
for export and production for the home market. 

A few points may be worth mentioning to indicate that 
this connection is far more important and fundamental than 
might be suspected from the percentage of total output of 
domestic production which is exported. 

In the first place, the percentage of total national produc- 
tion which is exported fails to indicate the extent to which 
many industries having exportable surpluses are dependent 
on foreign markets. For instance, the percentage of national 
production exported in 1929 was 55 per cent in the case 
of cotton, 48 per cent in the case of lard, 41 per cent in the 
case of tobacco, 36 per cent in the case of refined copper, 
30 per cent in the case of office appliances, 25 per cent in 
the case of agricultural machinery, and from 8 to 51 per 
cent in the case of certain petroleum products. Agricultural 
industries with large exportable surpluses are a basic factor 









in the economic life of large sections of the United States. 
An increase or decrease in exports may mean to these sections 
prosperity or hard times. Moreover, some of the manufac- 
turing industries constituting the chief mainstays in our 
industrial structure are export industries. A decrease or 
increase in their foreign markets affects the entire industrial 
welfare of the Nation. 

Furthermore, the loss of our foreign markets would mean 
a far greater loss than that represented by the percentage of 
our total production which is exported, for a loss of foreign 
markets would also result in curtailment of the domestic 
market. A part of the production for domestic consumption 
is dependent on the purchases of those industries and their 
workers who are engaged in supplying goods for the export 
trade. Nor would the decrease in domestic business activity 
and employment resulting from export losses cease at that 
point. It would continue the cumulative effect to further 
stages of economic depression. Presumably a new equili- 
brium in the domestic economy would eventually be reached, 
but only at the cost of painful adjustments. 

Another important aspect of the bearing of export trade 
on domestic economy involves the possible effects of export 
sales on the domestic price structure. Foreign sales give rise 
to claims for payment from abroad. These claims, when 
liquidated at the domestic banks, may result in an increase 
in the volume or circulation of money at home, thus tending 
to cause a rise in the general level of domestic prices and 
thereby stimulating business activity. 

Increases in export trade stimulate domestic activity. 
Under the trade-agreements program our exports have in- 
creased. Although it is always difficult to isolate the effects 
of any single factor where so many are operative, we have 
conclusive evidence to show that our trade has improved 
faster under the agreements than would otherwise have been 
the case. 

In 1934 and 1935, which may be considered as substan- 
tially pre-agreement years, exports from the United States 
averaged 2.2 billion dollars. In 1937 and 1938, with 17 
agreements in effect for most of the period, exports averaged 
3.2 billion dollars. It is significant that during the post- 
agreement period, 1937-38, exports from the United States 
to countries with which reciprocal trade agreements were 
in operation showed an increase of 61.2 per cent against an 
increase of 37.9 per cent in exports to non-trade-agreement 
countries. 

It is significant, moreover, not only that exports from the 
United States to the trade-agreement countries have gained 
relatively more than exports to non-trade-agreement coun- 
tries, but also that the agreement countries have generally 
increased their imports of American products more than they 
have increased their imports of the products of other coun- 
tries. For example, in the 3 years 1936-38 of the first agree- 
ment with Canada, that country’s imports from the United 
States averaged 42 per cent greater than in 1934-35, com- 
pared with an average gain of 22 per cent in Canadian 
imports from other countries. 

Total Canadian imports from the United States increased 
from $309,000,000 in 1935 to $424,000,000 in 1938, a gain 
of 37 per cent. Of importance is the fact that imports from 
the United States of products on which Canada granted 
duty reductions showed an increase of 65 per cent in 1938 
over 1935. On an average for the 3 years of the agreement, 
1936-38, Canadian imports from the United States were 39 
per cent above the 1935 imports. 

Cuban purchases from the United States have more than 
doubled since the agreement with Cuba went into effect. 
In 1936, 1937, and 1938, Cuban imports from the United 
States were valued at $66,000,000, at $89,000,000 and at 
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$75,000,000, respectively, representing gains of 193, 292, 
and 231 per cent over 1933. During the same years Cuban 
imports from other countries were only 87, 107, and 57 per 
cent greater than in 1933. 

Altogether, in the 22 trade agreements concluded thus 
far, the foreign governments concerned have reduced duties, 
agreed to bind the existing duties or the free entry, or have 
granted other concessions such as enlarged quotas, on hun- 
dreds of commodities which we export. 

On the basis of 1937 data, foreign countries with which 
trade agreements had been concluded prior to November 1, 
1939, granted concessions of some kind on about three- 
quarters of their total imports from the United States of 
agricultural products and on almost one-half of their total 
imports from the United States of non-agricultural prod- 
ucts. For all products combined, 56 per cent of these agree- 
ment-countries’ imports from the United States have been 
the subject of concessions to the United States. 

Hundreds of concessions in one form or another have 
been obtained for American farm products in the agreements 
thus far concluded. Let me illustrate by describing conces- 
sions and increases in our foreign sales of meat products. 

Seventeen countries, plus many British colonies, have 
granted reductions, quotas, or bindings on various American 
meat or other animal products. Canada has made reductions 
ranging from 12 to 75 per cent on fresh meats, bacon, ham, 
lard, cured meats, extracts, and other meat products. Cana- 
dian imports of animal products from the United States 
increased in 1938 over 1935 by nearly one and one-quarter 
million dollars. Again, the United Kingdom, which in 1937 
purchased more than half of total United States exports of 
lard, removed its 10 per cent duty on this product and 
established a liberal quota for hams. The United Kingdom 
imports of American lard and hams for the first 6 months 
of the agreement were the greatest since 1935. Cuba, the 
second most important foreign market for American lard, 
reduced its duty by successive stages from a rate equivalent 
to 9.6 cents a pound to 1.5 cents. Cuban lard imports from 
the United States increased from $500,000 in 1933 to 
$4,000,000 in 1938. 

Concessions have also been obtained on a wide range of 
American manufactured products. Among the important 
groups of commodities benefited are iron and steel semi- 
manufactures, automotive products, electrical apparatus, in- 
dustrial, agricultural, and business machinery, rubber prod- 
ucts, chemicals, paints and allied products, hides and leather 
products, certain textiles, and various American specialty 
products. 

Belgian imports for consumption of automobile parts for 
assembly totaled $8,000,000 in 1938 as compared with 
$2,700,000 during 1934. Canada’s imports of passenger 
automobiles and chassis increased between 1935 and 1938 
from $1,700,000 to $9,200,000. 

These and many other increases in the foreign trade of 
the United States with trade-agreement countries have not 
only increased the prosperity of those portions of our agri- 
culture, industry, and labor producing goods for export, but 
have also, by increasing employment and consumer purchas- 
ing power, benefited producers and workers engaged in sup- 
plying the domestic market. 

But while our export trade is a very important factor in 
our domestic economic activity, so that prosperous exports 
are an essential element in a prosperous general business 
situation at home, we must not permit an undue concentra- 
tion in the export side of foreign trade to obscure the larger 
significance of our trade with the world. The contribution 
of our foreign trade to our economic welfare is in the last 
analysis similar to the contribution of trade between regions 





within the country; it makes possible a higher standard of 
living than would be the case without this exchange of 
products. 

Our foreign trade enables us to concentrate and specialize 
somewhat more than would otherwise be possible in thase 
lines of production in which we are most capable and natu- 
rally best endowed. The resulting larger return for our 
efforts is shared by the consumer and the producer. And by 
exchanging with other countries the excess of what we pro- 
duce beyond our own needs, of the things we are most 
capable and best endowed to produce, we are enabled to 
enrich our own lives and further raise our own standards. 

This fundamental basis of our foreign trade should always 
be kept in mind, and particularly now when it may seem to 
be obscured by the distorting effects of warfare in other 
parts of the world. Fortunately our country is, I think, 
more wide awake and informed than it was the last time. 
It is encouraging to note the widespread degree of caution 
expressed in business circles against plunging into artificial 
and ephemeral expansion based on the expectation of bellig- 
erent purchases, without due forethought for the aftermath. 
Let us not allow false hopes, based on such increased export 
business as may come to us through war-stimulated diversion 
of trade, to obscure from our vision the real nature of profit- 
able foreign trade and the necessity of pursuing a sane and 
sound commercial policy which will bear lasting benefits— 
lasting because of their being mutually profitable and con- 
structive. 

Although the war may create a profitable market for some 
of our products, no one could be so foolish as to imagine that 
it will provide a lasting basis for prosperity. Far from 
removing the conditions which have created an urgent neces- 
sity for our trade-agreements program, the war will surely 
create an even more imperative need for agreements between 
nations providing for the reduction of excessive barriers to 
trade. When the war is over, we will be faced with the 
problem of restoring export outlets for many branches of 
our industry and agriculture whose exports may be curtailed 
as a result of the war, and of creating opportunities for the 
opening up of new channels of trade. Whatever the conse- 
quences of the war may be, one thing is certain: it will result 
in serious economic dislocations, and statesmanship of the 
highest quality will be required to effect the revival of a 
healthy international economic order. 

It is not possible to anticipate exactly how this war will 
affect our trade. Although the present war resembles in 
some ways the first World War, there are important dif- 
ferences. 

So far as the trade of our own country is concerned, the 
most conspicuous and probably the most important result of 
the last war was an enormous increase in our export balance 
of trade. For the decade before 1914 our exports had ex- 
ceeded our imports by about half a billion dollars annually, on 
the average. During the war and immediately after it, our 
export surplus increased rapidly, reaching a peak of 4 billion 
dollars in 1919. 

We have no reason to assume that the present war will 
give rise to such an excess of exports in our foreign trade 
as resulted from the last war. 

Nevertheless, there can be no doubt that our trade will be 
seriously affected by the war. Some of our trade is being 
interrupted by blockade. Our trade with the United King- 
dom and France is bound to be affected by the economic 
changes in those countries which war makes necessary. 

Fundamental changes must necessarily take place in the 
foreign trade of the countries at war. Even if the bellig- 
erent countries were to succeed in maintaining their exports, 
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the character of their imports must change. Less will be 
imported for civilian consumption in order to conserve for- 
eign exchange for the purchase of needed war materials. 

Consequently, even if our total exports to the United 
Kingdom and France, for example, be increased, the charac- 
ter of that trade will undoubtedly change. We will export 
less of some things and more of others. As a result, those 
branches of our industry and agriculture which are pro- 
ducing for export the things which the European belligerents 
need for war will tend to expand. The development of 
other branches may be retarded. 

When the war is over, there may develop out of the 
immediate needs of reconstruction and the satisfying of long- 
deferred wants, a temporary boom. The task of statesman- 
ship will be to endeavor so to guide affairs as to promote 
the re-establishment of trade on a sound basis and to avoid 
those mistaken and short-sighted policies which will lead 
from temporary post-war stimulation into renewed economic 
depression. We must keep our trade-agreements program in 
the fullest possible effective operation, as an essential aid to 
this future task of statesmanship. 

Our trade with the neutral countries will also be subject 
to modification because of the war. Many neutral countries, 
including those in Latin America, may turn to us for supplies 
previously purchased from other sources but now no longer 
available from them. The degree in which our exports to 
these neutral countries will expand in consequence of these 
changes will depend in large measure upon their ability to 
sell their products to us in increased quantities. It is for this 
reason that no opportunity should be lost to provide improved 
opportunity for such increased exchange of goods through 
the negotiation of new trade agreements. 

Moreover, the extent to which any increase in our trade 
with neutral countries may be based upon a sound and mu- 
tually profitable increase in reciprocal trade, will serve to 
diminish the dangers and extent of later readjustments which 
must follow from unsound and uneconomic wartime trade 
developments. 

The end of a major war brings with it a complicated 
chain of problems of economic readaptation. In part, but 






only in part, it leaves a need for the restoration of previous 
channels of trade. In part it requires an adaptation of the 
economic system to conditions which are entirely new. 

This need for reconstruction and readaptation will not be 
confined to the belligerents. It will affect American industry 
and American agriculture. 

No approach to a satisfactory and permanent peace after 
the war has ended can be made without regard to the eco- 
nomic factors which govern the relations of countries to each 
other. Economic relations must be adjusted to insure friendly 
and cooperative relations among all nations. Economic and 
commercial warfare is a constant menace to peace. The 


raising of trade barriers and the giving and seeking of pref- 


erential advantages in commercial relations is in effect a 
form of conflict. It repudiates the concept of mutuality of 
interest among nations and substitutes that of struggle. It 
is aggression, and aggression is the logical antecedent of 
military action. 

Every country must be able to feel that its interests are 
associated with a cooperating, peaceful world—that the func- 
tioning of a sound, wholesome international trade is vital to 
its well-being and security. In a word, an international eco- 
nomic and political system to which every country owes 
allegiance is the only alternative to world confusion and 
disorder. By “system” I mean an informal but nonetheless 
real association based on accepted rules of conduct both 
political and economic for the protection and advantage of 
all. This means the inviolability of treaties and the outlaw- 
ing of any practices whether economic or political by which 
one country injures another. Commercial policies which 
prejudice the rights of other countries to carry on legitimate 
trade come in this class. 

A stable world order must be based upon a cooperative 
attitude in the relations of nations to each other. To this 
end the whole network of excessive and preferential tariffs, 
of restrictive quotas, of exchange manipulation, of govern- 
ment-controlled foreign-trade monopolies must be replaced 
by an orderly system of international economic relations in 
order that the capitalist system may survive and the whole 
world may prosper and advance. 
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university, which, among its other functions, maintains 
one of the best known schools of business in the world. 
I am particularly glad to talk to you quite frankly and 
simply about politics. One of the most useful things that 
any of us can do is to look occasionally at the other man’s 
job. It would be very helpful if all politicians could look 
occasionally at business through a businessman’s eyes; and 
if all businessmen could occasionally have a glimpse of public 
affairs through the eyes of politicians. 
I am a politician; and am proud of being one. I am also 
a businessman, and I am proud of that. But I. do think it 
is fair to say—though politicians frequently do not say it— 
that in politics we probably have to take account, and do take 
account, of the views of businessmen perhaps even more than 
businessmen take account of political factors. 


[' is a privilege for me to address the members of a great 


Politicians probably stand more abuse, year in and year 
out, than perhaps any other group of individuals. And yet, 
the success of our democracy in large measure is directly and 
continuously dependent on them, and on their work. Public 
opinion in a democracy has to find some way of expressing 
itself in an orderly and effective fashion. This we do through 
political parties, which give effective form to the desires of 
the public and the views of our citizens. The organization of 
political parties, and the using of them to express the public 
will, is the work of politicians. It is they who must harmonize 
conflicting points of view; who must reach compromises, who 
must look always for the greatest common divisor of public 
opinion, and give the result form and substance. In practice 
this means reaching agreements on candidates, on policies, and 
on legislation which meets the needs of the country. 

One may almost say that whenever the politician fails, 
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democracy fails. In some countries abroad, where politicians 
were unable to work out a general unity, when parties 
divided and subdivided to an intolerable degree, and when 
agreement could not be had on men and measures, the struc- 
ture became so weakened that dictatorship was invoked as a 
relief from confusion. 

The vices of the politician have so often been attacked 
that I think it is fair, for a change, to fire a shot in his defense. 
A well-known author once wrote a most elaborate study 
about politics and politicians, taking careful account of all 
their virtues and of all their failings; but he wound up with 
the conclusion that, after all, in the prevailing state of the 
world, politics was one of the noblest professions in the 
world. It did endeavor to create, maintain and safeguard 
the public order, within which individuals everywhere could 
work out their own lives in peace and freedom. 

Is politics a profession for businessmen? I think it can 
be, and should be if certain facts are appreciated. Many of 
the qualities required for success in both callings are the 
same. At bottom, as usual, they turn on character. A busi- 
nessman’s greatest asset is his reputation for keeping his 
engagements; and the greatest asset of a politician is the 
knowledge that his word is one hundred per cent good. 

A politician’s promise is called by other politicians a ‘‘con- 
tract.” It is frequently not the kind of contract that busi- 
nessmen talk about—that is, an arrangement by which one 
man promises to do something in return for the promise of 
his opposite party to do something for him. More often 
than not in political matters it is a promise to try to work 
out some particular problem; or to take a particular position, 
and there is no consideration of any kind received for the 
promise. When in political life it is said of a man, “He 
keeps his contracts,” he has achieved the first essential to 
success. This is exactly what a businessman has attained 
when the banker, his customers, and his competitors, all know 
that he is a man of his word. 

Likewise, a politician, like a businessman, has to be ex- 
tremely careful about giving his word. He has to try to 
estimate whether, when he gives his word, he can fulfill it. 
Men who are experienced in public life are very cautious 
about giving their word. They know that all kinds of con- 
siderations enter into the problem; and they know that it is 
much easier to promise than to make good. This is also the 
characteristic of a cautious and capable businessman. 

A third requirement is certainly the same for success in 
both politics and business. This is the kindly quality of 
courtesy and generosity. There is temptation in both fields 
to say unkind things about other men or to belittle their 
motives; yet experience teaches that lack of generosity, and 
willingness to take liberties with other men’s reputations, 
eventually spoils the most promising career. The other man 
is entitled to his point of view, and nothing is gained by not 
recognizing that he is probably honest about it. Political 
battles, like business competition, are hard fought; but suc- 
cessful fighting does not descend to personalities. Where you 
hear of personal attacks in politics, you usually find that an 
amateur is back of them. 

Again, in both fields, moderation and self-control are essen- 
tial. To take undue advantage of a situation is always a mis- 
take, if only because in the fast-moving panorama of human 
events situations are apt to reverse themselves. Moderation 
in the hour of triumph rests on something more than mere 
self-preservation. It is essential to democratic government. If 
the successive political victories of various groups were fol- 
lowed in each case by an attemnt to make trouble for the 
defeated party, democracy would soon break up in a set of 
meaningless rebellions. Politicians know, just as _business- 








men know, that if an advantage is pushed too far, eventually 
a day of reckoning comes. 

But if the qualities needed for the profession of business 
and of politics are somewhat the same, it must be recognized 
that the profession of politics does require certain elements 
which businessmen frequently do not need to have. In public 
affairs men are never entirely their own masters, nor are they 
masters even over the particular situations in which they 
appear to be dominant. A businessman can, within limits, 
give an order. He can settle policy according to his own best 
lights. A politician has not only to make up his own mind 
as to what he thinks ought to be done, but he must also 
find out as well as he can what the public thinks or will 
think about a situation. In fact, his ability to estimate public 
opinion is one of the very reasons why he is able to mobilize 
that opinion so as to bring about some definite result. 

Public opinion is not simple. It is made up of an endless 
number of strands. There are groups with special interests; 
and others with sentimental attachments; and still others with 
directly opposed interests; and all of these have to be con- 
sidered. Frequently students, professors or analysts, are at 
work on advanced ideas in any particular situation; ideas 
which have not yet won public support, but which may do so 
in the future. All of these have to be taken together and 
appraised. Frequently the appraisal of them is instinctive; 
because good politics, like good business, is an art; and there 
is a genius of politics, just as there is a genius of business. 
Understanding and estimating currents of public opinion is 
not a thing which most businessmen have to do; and learning 
the art is sometimes not easy. 

In public life I have often seen men come from business 
into public affairs. In some cases, I have noticed that their 
first feelings are unhappy. They consider a problem; make up 
their own minds about it; and then go to work to get some- 
thing done. This is what they would do in their own busi- 
ness. Suddenly they discover that a number of people do not 
agree; or that a great number of people who are only inci- 
dentally interested feel that they have a right to be consulted. 
The press somehow presents their ideas in an unhappy light. 

To a man new in public life, the process seems interminable 
and cumbrous. Why in the world, they think, can you not 
make a straight-forward decision and give quick answers to 
plain questions? Yet when action is taken without going 
through all of this troublesome process of consultation, con- 
sideration, and cooperation, the measure is often not success- 
ful. Things crop up which were not considered before. Units 
in the government whose existence is hardly suspected, have 
to carry out the policy; and unless these units are sold on the 
idea, the results seem not too happy. Some men never do 
learn the process. 

But there are others, and many of them, who do realize 
the difference in the two processes. Among them have been 
some of the most successful of public servants, outstanding 
in political life. In every case, I think, you would find that 
these men had learned not only to make up their own minds, 
but to consider that the public business means also meeting 
the minds of all kinds and sorts of people, and considering 
the interests of many and varied groups. These men have 
usually learned that ambition is just as legitimate a human 
motive as is the desire to make a profit—provided it is used 
moderately, and provided the means of attaining the ambition, 
like the methods used in making a profit, are honorable. 

Ambition is to politics very much what the profit motive 
is to business. It is right and just that it should be so. As 
a legitimate profit ought to rest on a legitimate service ren- 
dered, so ambition to rise in the public service is worthy when 
it is satisfied by the faithful performance of useful work. In 
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very large measure political ambitions are satisfied by co- 
operation, rather than by competition; I myself have found 
that the best method of working with many men is to try 
to help as many of them as possible to satisfy their legitimate 
ambitions, as an honest reward for work in the public interest. 

A business grows more complex as it gets larger, and po- 
litical problems grow more difficult as they cease to be local 
and become national. In this respect, I believe the United 
States is peculiar. It is the largest group of people any- 
where on earth which endeavors, through political processes, 
to work out measures suitable to 130 million people, spread 
over a huge empire. Though conflicting interests have to be 
considered even in the smallest local district, they are as 
nothing compared to the conflicting interests in national 
matters. 

Yet our economic success is due directly to the fact that we 
have been successful in finding common measures suitable, 
at least in part, to all; for otherwise, instead of having one 
republic, we should long since have been cut up into regional 
units each endeavoring to take advantage of the other; and 
we should probably be headed towards the tragic chaos in 
which the continent of Europe finds itself today. That we 
were able to escape this is not merely good fortune. It was 
due, first, to the singular clear-sightedness of the men who 
drew the Constitution of the United States specifically in 
order to form a more perfect union. But it was also due to 
the fact that American politicians, whatever their sins, in 
general have realized that their task is to make the machinery 
work, and not to find ways by which it can be made to fail. 

Let me say a word about a phrase which is often heard in 
these days. People ask for “more business in government.” 
There is a great deal of truth in this, but only if some of 
the limitations I have tried to note above are kept in mind. 
The methods of government can certainly be improved. We 
are a long way from that smooth, clean-cut efficiency in pub- 
lic affairs which all of us hope to see. But when that is 
said, it nevertheless is true that government is a great deal 
more efficient than many people suppose. Do you know any- 
thing, for instance, on which you can depend with greater 
certainty than you can on the United States Post Office? 
Year in and year out, I think any fair-minded person would 
agree that it is as dependable and effective as any other busi- 
ness. 

Even the process of legislation, I think, stands up pretty 
well by comparison. It is true that there are endless delays 
and compromises and modifications in order to work out a 
measure which will finally have the general support of the 
people. But if you have ever tried to secure agreement on a 
measure in, let us say, a Trade Association representing a 
large number of businessmen, I think you will agree that the 






process is almost as difficult as in a legislature. In trade 
associations or other conventions, there are endless modifica- 
tions and delays; discussion is easy, but action difficult. 
What is more, you will find that in the Trade Association as 
well as in the State Legislature or in the Congress, if action 
is hasty, if there is not this full discussion, the job is apt to 
be badly done. 

Businessmen sometimes complain of this, thinking of their 
own desks where they can make decisions by themselves. 
And yet even there, I think, a wise businessman knows that 
though he seems to decide the question by himself, in reality 
he does a good deal of consulting first. He consults his 
technical people and his plant managers. Frequently he con- 
sults the representatives of his labor, as well, and the decision 
he finally takes is a composite of all their views. Unless he 
does this, his business decision is likely to have disappointing 
results. When it is remembered that even a small task in 
government is huge compared to most tasks in business—you 
begin to discover that there is a reason for this apparent 
slowness and delay. 

I believe that there is a great opportunity in public service 
for businessmen. The certainty of the business method, the 
search for the thing that can be done, instead of for the 
impractical idea, the insistence that the customer shall be sat- 
isfied, all are qualities of the highest use in public affairs. 
But to these must be added a certain sensitive quality: the 
ability to understand public opinion; the willingness to com- 
pose differences; the realization that in politics no one can act 
alone, whether the affair concerns the Fifth Precinct of the 
Sixth Ward, or the national interest of the United States. 
I do not hold out any hope of great material reward, nor 
even of great reputation, as an incentive. Frequently the only 
reward a politician ever has is the feeling that a great many 
people are happier because of his labor, and the friendship 
of the men with whom he has worked. Often he works un- 
seen ; still more often, he is viciously attacked. Occasionally, 
the fortunes of the game, the loyalty of his friends, and the 
triumph of his ideas will carry him to great heights. 

Politicians, like businessmen, can go wrong; too often 
they do. But in the main, the politician carries on the fabric 
of American political life, and it is today the most successful 
government in the world. He parallels the businessman, who 
carries on the fabric of our economic life, which likewise is 
today the most effective economic organization in the world. 
Our country has made good use of both; it has every reason 
to be proud of both. It has every reason to demand of both 
groups that we improve our methods and enlarge our ideas. 
But it has every cause to believe that if the two professions 
understand their own tasks and understand each other, our 
democracy is well served, and our country is safe. 


Moral Re-Armament 


CIVILIZATION’S LAST HOPE 


By ARTHUR CAPPER, United States Senator from Kansas 
Delivered over radio, December 3, 1939 


like, as a lifelong Republican and as a Senator, to 
endorse all that the distinguished Speaker of the 
House of Representatives, my friend Mr. Bankhead, said in 
his recent radio address regarding the need for Moral Re- 
Armament. Especially timely was his assertion that “it is 
making many of us realize that if we sincerely want national 


G lite as today from the Nation’s Capital, I should 





unity, it is no use expecting the other party to make all the 
first moves; that our own party has possible faults which 
need correction in the national interest; and that it is a 
patriotic duty to have a spirit of national co-operation here 
at home.” 

The senior statesman of my party, former President 
Hoover, spoke from long experience of international as well 
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as of national affairs when he sent the following message in 
connection with the great national meetings for Moral Re- 
Armament held in Washington and New York last Spring. 
His words are more than ever true today. I quote: 

‘The world has come out of confusion before because 
some men and women stood solid. They held safety for 
the world, not because they knew the solutions to all 
these confusions, not because they even had the power 
to find solutions. They stood firm and they held the 
light of civilization until the furies passed because they 
individually held to certain principles of life, of morals, 
and spiritual values. These are the simple concepts of 
truth, justice, tolerance, mercy, and respect for the dig- 
nity of the common man. To hold and lift these ban- 
ners in the world will go far to solve its confusions. 

“What the world needs today is to return to sanity 
and to moral and spiritual ideals. At the present time 
nothing so concerns the progress of mankind.” 


I think the people of this country, and of the world, are 
tired equally of politicians who put party before country, 
and of countries which pursue national policies contrary to 
their neighbors’ interest. In this all of us alike have been 
to blame. 

The ordinary citizen today is seeking desperately for a 
new leadership. He knows that the old leadership of expedi- 
ency and self-interest—whether enlightened or unenlightened 

-has only succeeded in hurrying the world faster and faster 
to catastrophe. He will follow any man, any party, almost 
any system, if only he can be sure of finding there an answer 
to the riddle of life, and a chance to give his all in a cause 
he loves. 

The President of the United States, at the outbreak of 
war, called for a national policy based on the fundamental 
moralities and the spirit of the New Testament. He said 
that in seeking peace at home now, we can some day be of 
even greater help in creating peace abroad. He asked that 


partisanship and selfishness be adjourned, and that national 
unity be the thought that underlies all others. 

This ideal has never before been attained in this country— 
if in any country. But that does not mean it is an impossible 
ideal. It can be had at a price—the price of each of us hon- 
estly facing where we and our party have been wrong, being 
willing to put that wrong right, and allowing the guidance 
of God to rule every act and policy. 

The Republican Party will never win the confidence of 
the electorate unless we are willing to clean house at home— 
unless we ask ourselves whether we do not condone within 
our own ranks many of the very practices of which we accuse 
the other party. Similarly America can never hope to win 
the confidence of the world unless we also recognize our 
share of guilt in the present chaos, and decide to do differ- 
ently in the future. 

Speaking as one with some experience in international 
affairs, I should like to say that in these momentous days it 
is not enough to long for peace. Nor is it enough to appeal 
for it. We must learn the art of making peace—and for the 
peace-maker, whether individual or nation, the first inescapa- 
ble requirement is to start at home. 

We may as well realize that we cannot hope to save our 
cherished institutions unless we are willing to permeate them 
with a new spirit. We may as well realize that we cannot 
hope for national unity unless we first shoulder our share 
of blame in hindering that unity. We may as well realize 
that world peace will remain an idle dream unless individ- 
ually and collectively we shed our prejudices, our apathies, 
and our fears, and start afresh in the spirit of Moral Re- 
Armament. 

If we who are sometimes called statesmen value the ver- 
dict of history, to say nothing of our country’s well-being, 
we will read the handwriting on the wall before it is too 
late, and throw every energy and influence we possess behind 
this cause which is civilization’s last hope. 


Labor Policy and the Volume 
of Employment 


THEY DO NOT PROMISE AN ERA OF PEACE AND STABILITY 
By LEO WOLMAN, Professor of Economics, Columbia University, Trustee of The Academy of Political Science 
Delivered at the Annual Meeting of Academy of Political Science, Hotel Astor, New York City, November 15, 1939 


HE labor policy of a country is a collection of customs, 

laws, and administrative practices and interpretations. 

Such policy affects the present and future course of 
business and, hence, of employment by creating favorable or 
unfavorable conditions of costs and of labor relations and by 
inspiring confidence or misgivings concerning the behavior of 
these critical elements of the labor situation in the future. 
A gradual change in labor policy may well be absorbed with- 
out undue difficulty or strain; an abrupt change is apt to 
throw things generally out of gear and require a long time 
to digest. It is characteristic of post-war changes in labor 
policy that they have been nearly everywhere swift and 
thoroughgoing. 

In the United States since 1933—or perhaps since 1930— 
traditional labor policy has been completely overhauled. In 
the process influences of the market and the state of business 
have become subordinated to rules and regulations, embodied 


in laws, decisions of courts and boards, and the guiding prin- 
ciples of multifarious administrative agencies. In so far as 
these rules and regulations have become effective, they have 
been reflected in the developments of wages and working con- 
ditions, the methods of labor relations, and of relief and social 
security. And it is in these areas that the clues to the rela- 
tion of labor policy to unemployment must be sought. 
Historically and logically improvement in wages and work- 
ing conditions were associated with good business and increas- 
ing production. No one had ever supposed that they could 
be raised by mandate, in the absence of conditions capable of 
sustaining them at their higher levels. Our present labor 
policy is based on precisely that supposition. For that reason 
the current emphasis is mainly, if not exclusively, on nominal 
standards of wages and hours. It is these standards that are 
raised by the Fair Labor Standards Act, the Walsh-Healey 


Act, and collective agreements between employers and unions. 
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It was for the purpose of raising these standards that laws, 
fixing wages and hours or empowering specified agencies to 
fix them, were enacted ; and it was for the same purpose that 
laws encouraging the organization of labor and the use of 
collective bargaining were likewise adopted. For the pre- 
amble of the Wagner Act states that “the inequality of bar- 
gaining power between employees . . . and employers . . . 
tends to aggravate recurrent business depressions, by depress- 
ing wage rates and the purchasing power of wage-earners in 
industry... .” 

The immediate goal of our labor policy, as it relates to 
wages and working conditions, is, therefore, to improve nom- 
inal standards in order that the purchasing power of labor, 
both employment and payrolls, should simultaneously expand. 
That this policy has been wholeheartedly and persistently ap- 
plied is a matter of record. Although many of these laws and 
regulations have been effective for less than five years, they 
have virtually revolutionized the structure of American wages 
and radically changed the relation of wages to employment, 
payrolls, and the volume of business activity and profits. One 
measure of this change is found in the course of wages and 
hours during the last quarter-century. In five industries, for 
which there is a more or less adequate, continuous record and 
which employ from one fourth to one third of the total work- 
ing population of the country, the rate of wages has tripled 
from 1914 to 1939. The purchasing power of these rates 
doubled during the same period. In the largest of the five 
industries, the normal work-week declined by 15 hours, or by 
approximately two 8-hour days. And in the two smallest in- 
dustries, the normal work-week was reduced by about 20 
hours, or two and one-half 8-hour days. A large part of these 
advances, moreover, was made during the few years since 
1933. 

These are familiar facts. Equally familiar is the fact that 
the anticipated increases in employment and payrolls, that 
were expected to accompany or follow these phenomenal ad- 
justments in wages and hours, have so far failed to material- 
ize. Indeed, even the reduced quota of maximum hours has 
rarely been reached by those who work and the number at 
work has notably failed to keep pace with the growth in popu- 
lation or even to approximate earlier trends in the expansion 
of employment. 

However serious a problem of economic adjustment recent 
movements in wages and hours may have already created, 
their greatest significance is to be found in their future course. 
For a business system often operates under unfavorable con- 
ditions, and it is the function of owners and managers to em- 
ploy their knowledge and resourcefulness in surmounting 
them. But if the forces with which they are constrained to 
deal prove powerful and intractable and are supported by 
policies which are themselves inflexible and unyielding, then 
the task of adjusting the policies of business to the policies of 
government may well become increasingly difficult and pro- 
hibitively expensive. 

Current American labor policy is a many-sided experiment. 
Among its many component parts, the measures concerned 
directly with fixing wages and hours are secondary to the 
measures professedly directed toward elevating the practices 
of labor relations and promoting more democratic manage- 
ment of industry. Our wage and hour laws touch only a small 
fraction of our employed population and the standards they es- 
tablish are more or less fixed by law. But the National Labor 
Relations Act, and its local counterparts, have well-nigh uni- 
versal application and the guiding principles by which they 
are administered are vague and confused, and, hence, subject 
to frequent changes in interpretation. If we wish to gauge 
the future trend of labor conditions in this country, it is with 
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this law that we should begin. For it is at this point in our 
national labor policy that the most far-reaching steps are 
being taken and it is here, consequently, that the direction and 
intensity of the various labor trends are being most effectively 
determined. 

The Act itself is, of course, a comprehensive measure and 
all of its provisions touch the present position and future pros- 
pects of business. But I propose to consider only those fea- 
tures of this law and its administration which most obviously 
are calculated to affect the cost of doing business and bear 
most directly on industry’s calculations for the future. 

The most important criterion that should be applied to any 
piece of legislation or policy, that undertakes to regulate the 
conduct of labor relations, is whether or not it increases or 
diminishes the sense of responsibility of the several parties to 
such arrangements. To the extent to which a law governing 
industrial relations tends to make men or agencies less re- 
sponsible than they would otherwise be, it will inevitably 
multiply the occasions for dissension, undermine the requisite 
discipline of industry, and reduce the chances for the peaceful 
and uninterrupted operation of shops and factories. 

During the brief history of the National Labor Relations 
Act much has already been done to weaken responsible action 
in industrial relations. —The most far-reaching steps in this 
direction have been associated with changes in the right to 
strike as provided by the terms of the Act and as interpreted 
by the Labor Relations Board. The right to strike under 
prevailing arrangements has been so liberalized that the 
ordinary inhibitions against striking are tending to become 
virtually ineffectual. The Board itself has seen fit to submit 
this right to practically no limitations. Indeed, the Board has 
exhibited such zeal in conferring what it regards as the bene- 
fits of organization and collective bargaining that it has shown 
little concern with the methods whereby the strength of or- 
ganization is acquired and employed. 

Until recently the whole issue was allowed to pass unno- 
ticed by the courts as well. In the Fansteel case, however, the 
United States Supreme Court took a long step toward modify- 
ing these rights by holding that “the employees had the right 
to strike but they had no license to commit acts of violence or 
to seize their employer’s plant.” But in the latest decision 
dealing with a similar point, a lower federal court, apparently 
following the lead of the Board, felt obliged to draw distinc- 
tions among various forms of violence and explained that 
“Some disorder is unfortunately quite usual in any extensive 
or long drawn out strike. A strike is essentially a battle 
waged with economic weapons. Engaged in it are human be- 
ings whose feelings are stirred to the depths. Rising passions 
call forth hot words. Hot words lead to blows on the picket 
line. The transformation from economic to physical combat 
. . . is difficult to prevent. . Violence of this nature, 
however, much it is to be regretted, must have been in the 
contemplation of the Congress when it provided in Section 13 
of the Act that nothing therein should be construed so as to 
interfere with or impede or diminish in any way the right to 
strike. If this were not so the rights afforded to employees by 
the Act would be indeed illusory.” It is easy to see how the 
acceptance of this view may well restore the right to strike to 
the position it occupied before the Fansteel decision. 

The practical significance of this trend in the definition of 
the right to strike cannot be too strongly stressed. It intro- 
duces additional and grave uncertainties into the whole out- 
look for industrial peace; for once either party to a labor 
bargain deems it unnecessary to weigh the alternative costs of 
proceeding with negotiations or inviting a break, the chances 
for amicable settlement are materially reduced. The existence 
of what appears as a reasonably safe opportunity to resort to 
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force is calculated shortly to impair the whole process of 
negotiating and bargaining. At the best the accepted pro- 
cedures of labor relations require delicate and intelligent 
handling. Choice of the issues which are to be raised in 
negotiations and the terms on which a settlement can be made 
are themselves problems that can be solved only by the most 
responsible of men. But where the representatives of either 
party believe that their hands have been strengthened by new 
rights and privileges, the possibility of settlement on reason- 
able terms will become more remote. 

Another point at which the Labor Relations Act threatens 
in the long run to exert a disruptive influence on industrial 
operations and add materially to the costs of doing business is 
in the changes it is effecting the position of supervisory em- 
ployees. On this matter, as on many others, the Board has 
apparently not yet made up its mind and alternately blows hot 
and cold. In a long line of decisions the attachment of the 
foreman to his employer is firmly established and foremen 
are prohibited from voting in elections for the choice of bar- 
yaining representatives. In other decisions foremen are 
granted the same rights to organize and bargain as their sub- 
ordinates possess. Presumably they may join established 
unions composed of employees whom they supervise. They 
have formed separate unions, affiliated with the C. I. O. or 
A. F. of L., as the case may be. It was once the custom in 
this country for most unions to exclude foremen from mem- 
bership. But in these days of heavy organizing and heavy 
bargaining, when the strategic value of foremen and super- 
visors to a union is readily perceived, the custom is being 
rapidly discarded. It requires no great insight into the be- 
havior of management to foresee what problems of shop dis- 
cipline and the exercise of authority these new arrangements 
will create; and, indeed, there are already indications in some 
industries of the appearance of serious problems growing out 
of such developments. 

‘The least that can be asked of any systematic program of 
labor relations is that it establish and maintain comparatively 
stable conditions. Here again the adjudications of the Labor 
Relations Board pertaining to the appropriate bargaining 
units—whether craft or industry, employer or plant, region or 
locality—have already been featured by vacillation and insta- 
bility that promise to be even greater in the years to come. It 
may fairly be said that, in the absence of the promises and 
hopes which the Act and the decisions under it have held 
out to new and rival labor organizations, the conflict between 
the C. I. O. and the A. F. of L. might never have occurred. 
But once such wars break out, they are hard to stop and their 
existence remains a perpetual threat to peace in industry. It 
is true, of course, that as this country approaches the period of 
another presidential campaign, the political necessity for peace 
between the two warring factions in organized labor will 
become more pressing and every available political expedient 
will be employed to bring it about. But it is not clear how the 
issues created by four years of warfare and litigation can be 
swiftly and satisfactorily composed and how, then, American 
business can look forward to a period free from strikes caused 
by conflicting jurisdictions and ambitions within organized 
labor itself. 

The probable economic effects of these elements of our 
labor policy appear to me quite plain. They do not promise an 
era of peace, quiet and stability. In so far as the movement to- 
ward the more complete organization of labor, so strongly 
encouraged by many agencies of the government, is realized, 
it will be followed by a progressive relaxation of discipline, 
more numerous and subtle restrictive practices, advancing 


wages and costs, and general wage-fixing. In some cases the 
control of wages and output will be exercised by the unions 
themselves; in others, by unions in combination with em- 
ployers ; and in still others, by unions, employers and the gov- 
ernment. But in any case the outcome is bound to be a state 
of monopoly, or of joint labor-industrial cartels, acting as 
such combinations usually do—limiting production, setting 
excessively high wages and high prices, and reducing the 
opportunities for employment. 

There remains a third set of factors in labor policy which 
will play no small part in transforming the relations of em- 
ployers and employees and bringing wages and working con- 
ditions under a greater measure of control. The first of these 
is the system of federal relief begun in 1933 and the second 
the national system of social insurance established in 1935. 
Both have already powerfully influenced the course of things 
in the American labor market and, if the policies they follow 
are unchanged, they will remain a strong influence for some 
time to come. The scales of wages and schedules of hours 
which set the standards of labor on our works’ relief projects 
profoundly affected the general movement of wages in this 
country and did much in the strategic construction industry 
to sustain inflated rates of wages of building tradesmen 
whose jobs on work relief were for a lengthy and critical 
period almost their sole source of employment. 

Among the several parts of our social security system the 
policies which guide the administration of unemployment in- 
surance are likely in the long run to touch the labor market 
most vitally and most directly. For any plan of unemploy- 
inent insurance must at once undertake to define unemploy- 
ment and establish the conditions under which benefits can 
and will be paid. It has proved characteristic of all systems of 
compulsory unemployment insurance that they have shortly 
become the arbiters of wages and working conditions as well 
as the distributors of unemployment benefits. In this respect 
we are following broadly the precedents that rule these mat- 
ters in foreign countries and we are engaged daily in setting 
forth the principles that will assist us in defining such con- 
cepts as voluntary and suitable employment. While the Amer- 
ican experiment in social insurance is still young, it is already 
embarked on policies and practices that tend to shift the re- 
sponsibility for finding a job and to impede the mobility of 
labor. As the authors of a report to the Social Security 
Board have observed: “Nothing in the unemployment com- 
pensation laws renders the worker primarily responsible for 
seeking work, and his benefits may not be withheld if he fails 
to do so.” 

These observations suggest the trends in labor relations and 
labor standards in the years that lie ahead. They are more 
likely than not to become stronger with the passage of time. 
The forces they reflect are at work in an economic system in 
which the rate of unemployment during the last peak year 
of business activity, 1937, was not far from 15 per cent. Bar- 
ring the effects of extraordinary and temporary influences, 
such as are associated with war, there would seem to be no 
good reason to anticipate a material reduction in this rate of 
unemployment as long as our labor policies continue in their 
present course. For it is these labor policies that account 
for much of our hesitancy in business recovery and in 
reemployment. 


Reprinted from the Proceedings, Volume XVIII, No. 4, January 
1940, “The Effect of the War on America’s Idle Men and Idle 
Money” published by the Academy of Political Science Columbia 
University, New York City. 
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Heroic Stand For Freedom 


THE FORCES OF PRIMITIVE SAVAGERY HAVE BEEN UNLOOSED UPON THE WORLD 


By HERBERT HOOVER, Ex-President of the United States 
Delivered at Madison Square Garden on behalf of the people of Finland, December 21, 1939 


rises today to high heroism in the history of mankind. 

No matter what may happen, the soul of such a people 
cannot be crushed. Finland is a little country, carved from 
the bleak forests of the Far North, scarcely the size of Mon- 
tana, with but four millions of people. 

Yet Finland is a great nation. A nation is great not 
by its wealth or by its square miles. It is great by the char- 
acter of its people. It is great by their industry, their edu- 
cation, their art, music—and their courage. It is great by 
their moral and spiritual standards. Greatness lies in their 
devotion to ideals of peace and liberty. All these measures 
of greatness can be expressed in one word—Finland. 

For 1,200 years the Finns have lived in their beloved 
Northland. During these 1,200 years they have been con- 
quered and dominated time and again. But just as often 
their eternal courage and their determination for freedom 
have regained for them their independence. And even when 
overrun by other nations their rugged character has held to 
a great measure of the rights of free men. 

Finland is not a rich country. Yet the Finns have won 
from the forests a standard of living for a whole people 
almost without poverty. But they have little reserve for 
emergency. They are dependent upon imports for much of 
their food. Their exchange is largely the products of their 
forests. 

Now they have been barbarously attacked. Their ships 
have been driven from the seas. They are making heroic 
defense against appalling hordes of savages. I have long 
dreaded the day of war and the use of bombing airplanes 
against women and children. Today we see their dread result 
in all its naked tragedy. Demoniac rain of fire and iron 
from the skies has killed women and children. Its terrors 
have compelled the evacuation of most of the civilian popu- 
lation from the towns and cities. Hundreds of thousands of 
women and children have been driven from their homes in 
the middle of northern Winter. 

And now comes the news that these hundreds of thou- 
sands of evacuated women and children and old men must 
be moved from the eastern side of Finland over to the west- 
ern side in order that they may have more safety. Unless 
you have seen the moving of vast numbers of refugees over 
threatened railways and roads, your imagination cannot rise 
to the sufiering that comes. Already some of them have 
begun to reach Sweden and Norway, and they are appealing 
to us for help. 

At the moment there is no actual shortage of food in Fin- 
land. But the thousands of destitute need funds to buy it. 
They need shelter. They need bedding. The sea-blockade 
and the destruction of their commerce will bring famine 
later on. 

Today we ask the American people for help. We ask it 
that we may show the sympathy that lies within every Amer- 
ican heart. We ask it that we may save human life and 
prevent suffering. 

Just twenty-one years ago this month the people of Fin- 
land had thrown off the Bolshevik yoke and established them- 
selves as a free republic. A few days after they had pro- 


Te story of Finland is a simple story. But that story 


claimed their freedom their delegation reached Paris, where 
I represented the American Government in these matters. 
Three stoical men of these Northland woods came to my 
office. In simple and direct terms they presented to me the 
plight of their people. It was a story of destroyed crops, of 
plundered and burned granaries, of stagnated imports, a 
people eating bread made from a mixture of the bark of 
trees, a heart-breaking death roll already among the weak 
and the children. They wanted food for a starving people. 
They knew the whole world was short of food and of ships 
to carry it. 

Their earnestness was such that I replied at once that 
we would divert certain cargoes of food into their ports. I 
said it would begin to arrive in about ten days. I suggested 
that they could instruct their people to release all the re- 
serves of food they had, to be eaten in the meantime. They 
wanted to know if I was sure that it would arrive. I assured 
them the ships were already on the sea for other purposes, 
but would be diverted at once. It is seldom that these men 
of the North ever show emotion. They broke then. 

Often enough great emotional periods move into a relief 
of humor. Some few minutes after they had left they re- 
turned. They wanted to know how much it would cost. 
They said they were not sure that they had money enough. 
I explained that I did not know what the precise cost would 
be, but that if they could not pay my authority from the 
American people was to supply it anyway. They said: “We 
will pay. Our people will work and pay.” I explained that 
they could take their time to pay over years if they wished. 

But I added further that the American people as an act of 
good-will had authorized me to provide for their children 
without cost. And thus there arose two relief operations in 
Finland. The supplying of breadsiuffs during the next eight 
months until their harvests were restored. For that the Finns 
obligated themselves to pay some twenty-five millions. In 
settlement we greatly reduced the total. And despite their 
present tragedy, like the Northmen that they are, they paid 
every installment—one of them a week ago. 

The other operation was the feeding of the Finnish chil- 
dren. That represented the generosity and the good-will of 
the American people. We undertook the restoration of 
health to a million of famine-debilitated children in Finland 
through the supply of food, shelter and care. And for those 
millions no charge was ever made. And that was done under 
the volunteer administration of Finnish women. And their 
efficiency and their devotion is not exceeded in any race in 
the world. 

And may I say parenthetically that America undertook 
the rehabilitation of children in the same manner over 
twenty other nations, including Russia and Germany. 

And the Finns have not forgotten. Sixteen months ago I 
was in Finland, the invited guest of the Finnish nation. Of 
the many incidents of that short visit one remains as an indel- 
ible imprint that cannot be erased by time. An elderly 
farmer came to the hotel, stopping me on the steps, to explain 
that he had come some 200 miles; that he had brought for 
me a present; that he had had a family of nine children: 
that they had all grown to manhood and womanhood, strong 
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in mind and in body; that they owed it to the American 
people; that during that dreadful time the children had 
embroidered an American flour sack with woolen yarns of 
their own making. He wished for me to have it. That flour 
sack was embroidered with the American Flag. 

Just two weeks ago I received a message from old friends 
in Finland, wondering if it would be possible that America 
could come to their aid again. They asked if I would help. 
Their Prime Minister confirmed that wish. I inquired of 
the American Red Cross what activities they could under- 
take for the Finnish people. ‘They informed me they would 
be glad to supply medicine and hospital supplies, that they 
could collect garments through their chapters, but that the 
responsibilities for the greater burden of general relief meas- 
ures were beyond their field. 

| have therefore organized this appeal to the American 
people. We have enlisted in its administration and its spon- 
sorship thousands of men and women of every political faith, 
every religion, every race. It includes men and women of 
every rank in American life—labor, farmers, employers. It 
includes my old colleagues in European relief who are doing 
the daily toil of administration. 

‘The Prime Minister of Finland has created a special com- 
mission of leading Finnish men and women to administer the 
vreater problem of relief. We have already remitted the 
first hundred thousand dollars. We are cooperating with the 
Red Cross. Their beneficent service should be supported. 

In a long experience I have never seen such a response of 
vood-will. The press of the United States took the major 
burden of opening this fund in their columns, and there have 
flowed into them literally hundreds of thousands of subscrip- 


tions. And there is among them a wealth of small subscrip- 
tions which evidence the sympathy of the United States. 
But do not think we are not anxious to have the large sub- 
scriptions. We are. And the bigger, the better. 

The magnificent action of the press has saved us the ex- 
pense of elaborate organization. And may I add that other 
supporters have undertaken to pay all of any other expense 
of our national appeal. Therefore, 100 cents of every dollar 
goes to the Finns. 

For reasons that reach to the whole future of human 
liberty, America must not join in this European war. That 
involves considerations which it is not our place here to de- 
bate. But the American people can give their help to the 
destitute. It can lighten their road of despair. 

I fully realize the pressing needs of many of our own 
people. I am in other quarters asking for aid to the oppressed 
Polish people as well. I would not wish any contributions 
to this fund for Finland to lessen the support of all these 
other needs, both at home and abroad. But in this time of 
our sorrow and sympathy for the plight of Finland, America 
should also make some sacrifices for them. Let our hearts 
not be hardened. Let our hands not be withheld. 

And one concluding word. The forces of primitive sav- 
agery have been unloosed upon the world. The Finns are the 
victims of today. Every decent person in the world is praying 
to God tonight that these brave people shall yet be saved 
from this tide. And the world today witnesses one of those 
heroic stands for freedom of men that comes but few times 
in the centuries. It is a star illuminating the No Man’s Land 
of civilization. Its glow will light the minds of men and 
give hope to liberty for centuries to come. 


The Present Nature of the Recovery Problem 


POLICIES THAT HAVE LONG IMPEDED INVESTMENTS 


By SUMNER H. SLICHTER, Professor of Business Economics, Harvard University 
Delivered at the Semi-Annual Meeting of the Academy of Political Science, November 15, 1939 


I 


OR the time being the development of a war boom 

seems to have been checked. Possibly the fear of con- 

sumer resistance to higher retail prices (memories of 
1936-1937 are still fresh), uncertainty concerning the dura- 
tion of the war, and the many deterrents to investment which 
have retarded recovery up to now and are still in existence 
will prevent the development of a war boom. ‘The danger, 
however, cannot be over so long as the war lasts and our 
own armament program is expanding. It is accentuated by 
the possibility that even a moderate expansion of demand 
may detonate a broad attempt by industry to catch up on 
the deferred maintenance of the last ten years, by the pros- 
pect that an expansion of employment will create a housing 
shortage in many localities, and by the vulnerability of our 
economy to increases in costs, particularly labor costs. Our 
present need is to take a long-range view of the recovery 
problem and to manage any temporary spurt in such a man- 
ner as (1) to minimize the shock of the inevitable letdown, 
and (2) to facilitate the resumption of recovery after the 
temporary spurt is over. This involves: (1) avoiding a sub- 
stantial rise in the price level; (2) avoiding large increases 
in costs; (3) preparing a cushion for the inevitable letdown; 
and (4) raising the propensity to invest. 


II 


The case against a substantial rise in prices is obvious. 
Not only does the rise generate the kind of business activity 
which is essentially temporary and subject to sudden and 
severe contraction, but it induces an expansion of short-term 
debts that accentuates the subsequent recession, and, most 
important, it produces increases in costs that persist for years 
after the high prices have collapsed. In so far as business 
wishes to prevent a general increase in costs, it has an interest 
in avoiding a rise in prices. 

A fairly substantial rise in wool, leather, linen and many 
imported articles is probably inevitable. A moderate advance 
in corn, hogs, or wheat from the low levels of midsummer 
need not be disturbing. The danger of a broad spiral of price 
increases springs from the fact that during ten years of de- 
pression investment and replacements have been low, and 
from the additional fact that the number of skilled workmen 
in the country is at least 13 per cent below 1930, and may 
be as much as 20 per cent below. A sudden attempt by in- 
dustry to catch up on replacements on a large scale would 
produce bottle necks, particularly if accompanied by large 
buying by belligerents and by our own army and navy. For 
example, a large simultaneous demand for light and heavy 
steel products may reveal a bottle neck in the blast furnace 
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capacity of the steel industry. This capacity has declined 
from about 46.2 million tons in 1926 to 44.8 million in 1937. 
The railroads are another possible bottle neck. Although the 
freight car mileage per day in 1937 was 32.9 miles as against 
30.4 miles in 1926, the aggregate capacity of all freight cars 
in 1937 was 19.1 per cent below 1926, and 18.6 per cent 
below 1929. Car shortages, especially of gondola cars, were 
barely escaped this fall. Electric generating capacity may 
prove to be a bottle neck in some parts of the country. 

The problem of avoidiag bottle necks raises questicns of 
great importance and interest. First of all, it indicates the 
need for a study of productive capacity and probable demand 
in order to discover possible danger spots. If the danger is 
foreseen, much can be done to prevent it. Second, it sug- 
gests the need for greatly expanding the training of skilled 
men. With the present supply of skilled men probably not 
more than half of 8,500,000 unemployed can be absorbed by 
industry without creating many shortages of skilled workers 
that would start an upward spiral of costs and prices. Third, 
it indicates the importance of prompt contraction of govern- 
ment expenditures in some directions in order to offset expan- 
sion of expenditures on armaments. Fourth, it raises the 
question of the possibility of spreading our own rearmament 
program over a fairly long period of time. Here there may 
be conflict between military and economic considerations. 
Where speed is not imperative, it is important that arma- 
ment expenditures be expended gradually. On this point I 
am fearful that no one in authority will dare take the polit- 
ical risk of adequately representing our economic interests 
against the military. Fifth, the danger of bottle necks sug- 
gests that it may eventually be desirable to request foreign 
governments to limit their orders for some types of equip- 
ment. This obviously will depend partly upon our own 
armament requirements. Sixth, if by next summer the danger 
of bottle necks should be acute, it may be desirable to post- 
pone changes in automobile models from 1940 to 1941. This 
would not only economize the supply of tool and die makers, 
but it would cause a postponement of a considerable amount 
of automobile buying for at least a year. Finally, if and 
when bottle necks should threaten at many points, the en- 
couragement of restrictions on consumption would be indi- 
cated. The much-needed higher taxes on the middle income 
brackets would accomplish some limitation of consumption, 
but probably not much. A drive to expand the purchases of 
United States Savings Bonds by millions of wage earners 
would be mildly helpful in case business expansion shows 
signs of producing a spiral of price increases. It would be 
particularly helpful if combined with a decision by the auto- 
mobile industry to make no model changes in the fall of 


1940 or 1941. 
III 


The activity induced by recovery, by the war, and by our 
armament is likely to induce movements for higher wages. 
These movements will be accentuated if there is an appre- 
ciable rise in the cost of living, but they will accompany 
increased business activity quite regardless of changes in liv- 
ing costs. There are about 4,000,000 workers in the country 
who are employed in plants where new unions are struggling 
to survive. Many of these unions are having trouble collect- 
ing dues and are badly in need of an issue to increase the 
interest of their members and to attract new members. Con- 
sequently, the leaders will take advantage of any important 
gain in business activity to demand higher wages. 

A substantial rise in costs would go far to defeat the efforts 
to prevent a substantial rise in prices. Furthermore, an ad- 
vance in labor costs would carry over into the post-war period 
and would accentuate the problem of producing recovery 





from the post-war letdown. Mr. Keynes and his followers 
might deny this. According to Mr. Keynes, wage costs are 
related to incomes in such a way that higher wages raise 
incomes and commodity prices rather than limit production 
and employment. But Mr. Keynes is thinking of a self- 
sufficient economy rather than a national economy competing 
in a world of other national economies. 

If high costs cannot be counted on to produce correspond- 
ingly high incomes, the problem of costs during a war and 
armament spurt raises important questions of public: and 
managerial policy. Ever since 1933 it has been part of the 
public policy of the country to impose higher costs upon 
industry. This policy is reflected in the N.R.A., in the 
Walsh-Healey bill, in the Social Security Act, in the Wag- 
ner Act, and in the Wage-Hour law. In formulating its 
policy toward costs today, the government needs to take ac- 
count of two principal facts. One is that costs are already 
high relative to prices. This is indicated by a comparison of 
1936 or 1937 with any year in the twenties. In 1937, for 
example, the gross income of the corporations of the country 
was almost the same as in 1926—$142.0 billions in 1937, 
and $142.1 in 1926—but corporate profits in 1937 were 42.3 
per cent below 1926. In 1926 nearly three out of five (56:7 
per cent) corporations made money, in 1937 only two out 
of five were in the black. Corporate profits in 1937, the 
most active year of the recovery, were over a billion below 
the year of depression, 1924. The second fact of which the 
government should take account is that American industry 
will probably be compelled in post-war years to compete with 
countries with substantially depreciated currencies. ‘The 
British pound is now below $4 and will probably remain 
low after hostilities cease. It is true that the competitive 
power of Britain and other foreign countries may be limited 
after the war by lack of equipment, by high operating costs, 
and possibly by social unrest. Nevertheless, conservative pol- 
icy requires the United States assume that its ability to do 
business in large volume after the war will depend upon its 
success in offering goods at moderate prices. 

In view of the high level of costs today and the uncertain 
currency situation, it is advisable for the government to throw 
its influence against increases in operating costs. This im- 
plies a sharp reversal of one of the major public policies of 
the last six years. Among other things, the problem of costs 
suggests the advisability of modifying the Wage-Hour law 
to make penalty overtime begin after forty-eight hours in- 
stead of forty-two. The decision on this point hinges upon 
whether the immediate determinant of wages is competition 
of employers for men or the pressure of workers for higher 
earnings. If the latter, the payment of penalty overtime 
will reduce the pressure for higher wage rates while permit- 
ting the men to make substantial increases in their earnings. 
This would indicate that the law should not be changed. 
If, on the other hand, it becomes evident that penalty over- 
time after forty-two hours is causing employers to raise their 
bids for labor, then the beginning of penalty overtime should 
obviously be raised to forty-eight hours. 

Since wage rates advanced during the war will be reduced 
with great difficulty after the war, American businessmen 
will be wise to make wage concessions in the form of tem- 
porary adjustments which do not disturb permanent rates. 
Such arrangements were not attractive to trade unions in 
the last war. Nevertheless, they are sound in principle, be- 
cause there is no reason why a temporary spurt in business 
should produce a large semi-permanent increase in wage 
costs. The difficulties experienced by unions in the post-war 
wage adjustments of twenty years ago may make the older 
unions susceptible to proposals for temporary war bonuses 
based upon cost of living or profits. At any rate, it is impor- 
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tant for employers to induce unions to review realistically 
their experience during the last war and to choose wage 
policies which will avoid a repetition of those difficulties. 

The prospect that any spurt induced by war and arma- 
ments will be temporary creates the need for planning for 
the eventual drop in demand. After the World War a 
cushion was provided in the main by automobiles and hous- 
ing. Although the production of cars dropped from 
2,227,000 in 1920 to 1,682,000 in 1921, the low point was 
far above the 569,000 cars produced in 1914 and the 970,000 
produced in 1915. In 1920 expenditures on housing dropped 
slightly to $1.66 billions from $1.74 billions in 1919. Even 
this was far above 1914. By 1921, expenditures on housing 
were nearly $2.0 billions and by 1922, $3.4 billions. 

It is difficult to make plans for the post-war adjustment 
because no one knows now what kind of a world will emerge 
when hostilities cease. It is safe to assert, however, that the 
best protection against unforeseen changes and certainly the 
best protection against a sharp recession after a war spurt 
is the development of many new and cheap products. This 
means an ever greater expansion of industrial research. There 
is no reason why both automobiles and housing should not 
again be important cushions against a post-war drop. In the 
case of automobiles, the cushion could be created by post- 
poning model changes. No change in the fall of 1940, for 
example, would cause a considerable postponement of demand 
until 1942. If, in the summer of 1941, a war boom were 
well under way and the end of the war were not in sight, a 
second postponement in model changes would shift consider- 
able demand until 1943. If the industry could not be in- 
duced to postpone model changes, the government might 
employ the device of a temporary additional excise tax ter- 
minable at the end of a year. It is particularly important 
that the country be ready by the time of a post-war recession 
to spend large amounts on housing. Since the demand for 
housing appears to be elastic at the margin (probably because 
new housing is in competition with old) expenditures on 
housing will be increased by reductions in the selling prices. 
Cheaper housing is largely a matter of technological advance. 
However, there is danger that a war spurt will defeat the 
efforts of technology to cut housing costs. If expansion of 
employment produces a housing shortage in many cities and 
with it rising rents, building costs are likely to advance. 
This would be a calamity because it would materially reduce 
the possibility that housing would be an important cushion 
against a post-war and armament recession. 

A war spurt is likely to weaken the technical position of 
business by inducing a rise in short-term indebtedness by 
consumers through the expansion of installment buying. The 
stability of our economy requires more violent fluctuations in 
the volume of savings—a larger rise as incomes increase and 
a sharper drop in savings as incomes decline. The spread of 
installment buying has done much to limit the tendency of 
fluctuations in savings to check fluctuations in income. This 
is not an appropriate occasion to discuss the long-term aspects 
of this problem. If a war and armament boom develops, 
however, let the government and employers encourage em- 
ployees to place a large part of their increased earnings into 
United States Savings Bonds. The well-sustained demand 
for housing and automobiles in 1921 was made possible in no 
small measure by the fact that small owners of Liberty Bonds 
liquidated their holdings to buy automobiles, houses, and 
other goods. A substantial increase in the purchases of 
United States Savings Bonds by millions of workers during a 
war boom would be a substantial protection against a severe 
post-war recession. 

Should the government plan to cushion the eventual de- 
cline in the form of deficit financing? A deficit will perhaps 


be unavoidable. The efficacy of deficits, however, seems to be 
small. They are useful in improving the immediate business 
situation, but a large deficit for a year or two has little effect 
upon the estimates of the earnings of capital over the long- 
term. Hence it does little to raise the marginal efficiency of 
capital and to stimulate long-term production plans. This is 
an obvious point, but it seems to have escaped the attention 
of makers of fiscal policy. Furthermore, deficits which are 
so large as to convince businessmen that important new in- 
creases in taxes will eventually be necessary may actually 
reduce the marginal efficiency of capital and thus discourage 
investment. Consequently, if a deficit is used to cushion a 
post-war and armament decline, it should not be so large as 
to create the expectation that increases in taxes will be neces- 
sary in order to balance the budget. If this ideal cannot be 
achieved, the next best alternative would be to remove the 
uncertainty concerning tax changes by making them at the 
time the deficit is incurred but effective at a later date. 


V 


The recovery from the depression of 1929, except for 
a brief period in 1937, has rested only to a small extent upon 
an expansion of private investment, either by business enter- 
prises or by individuals. Not until 1935, was there any net 
investment by private business and even in this year it was 
negligible. In 1936, with the national income at $62.6 
billions, net investment by private business in plant and 
equipment was only $1.7 billions, or only 2.7 per cent of 
the national income. In 1937, expenditures on plant and 
equipment by private industry reached a fairly satisfactory 
level, but they represented not true investment, but catch- 
ing up on long deferred replacements in anticipation of 
price increases. Even more striking has been the low level 
of non-business private investment. During the nine years 
ending in 1929, expenditures on housing were almost half 
as large as expenditures by industry on plant and equipment; 
during the six years ending in 1938, they were less than one- 
fifth as large. Whether or not we get a war boom, we are 
confronted with the long-run problem of substantially raising 
the propensity to invest in both industry and in residential 
building. This indeed is the very core of the recovery 
problem. 

But would it be wise for the government today to en- 
courage investment except at those points where there is 
danger of bottle necks? Would not a broad and substantial 
expansion of investment itself produce bottle necks, rising 
prices, and costs? Does it make sense to suggest on the one 
hand that in the event of a boom we should be prepared 
to postpone automobile model changes for a year and on 
the other hand that the government encourage a general 
expansion of private investment? 

The danger that general encouragement to investment will 
produce bottle necks is real. But perhaps the conflict between 
our desire to prevent a temporary boom and our desire to 
promote long-range recovery is not as great as it appears. 
Some deterrents to investment will not be easily or sud- 
denly removed. Hence it is not too early to begin attacking 
them. Moreover, the temporary nature of the war and arma- 
ment demand will make enterprises conservative about em- 
barking on long-range programs. Consequently, considerable 
improvement can occur in the long-run investment outlook 
without producing an immediately dangerous jump in invest- 
ment. Finally, the very prospect that the war will leave 
important new obstacles to investment (higher costs, competi- 
tion with depreciated currencies, higher taxes for arma- 
ments) makes it prudent to remove every possible impedi- 
ment to investment. 

The government has based its policy largely upon the 
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assumption that private investment has been held back by the 
lack of consumer purchasing power. This seems to be an 
over-simplification. Of course, larger consumer purchasing 
power in itself would be desirable. The thing which stands 
out in the period of recovery, however, is the low capacity 
of increase in consumer purchasing power to induce invest- 
ment—the low propensity to invest, if one cares to define 
the propensity to invest as the response of investment to a 
given change in consumer incomes. Compensation of em- 
ployees may be accepted as « rough indicator of .consumer 
incomes. In 1936, it was virtually as large as in 1923— 
$41.9 billions as against $42.3 billions in 1923. Neverthe- 
less, the total expenditures by industry on plant and equip- 
ment in 1936 were 22.7 per cent below 1923. The drop 
in new investment in industrial plant and equipment was 
even greater. 

The low propensity to invest is a result, not of a single 
cause, but of many. Some relate to very specific situations, 
such as the electrical utility industry. Of the general causes, 
timidity induced by the severe losses of the depression is 
probably the most important. Such timidity requires time 
to wear off. This time has been prolonged by the many new 
policies and conditions which business has needed to ap- 
praise and to which it has had to adjust itself. Until the 
end of 1934, investment was impeded by the fact that cur- 
rent demand was being met in part by substantial reductions 
in inventories. A deterrent that has received too little atten- 
tion is the effect of the depression upon the numerous local 
capitalists of the country. These are the men who determine 
the birth rate of American business because it is they who 
supply a large part of the venturesome capital with which 
thousands of new enterprises are started each year. Despite 
the repeal of prohibition which led to the establishment of 
many thousands of eating and drinking places in 1933 and 
1934, the number of business births has been low compared 
with the early twenties. No one knows exactly what the 
depression did to the local capitalists and the supply of 
venturesome funds because the local capital market is one of 
the unexplored parts of our economy. It seems plain, how- 
ever, that the depression must have been particularly dis- 
astrous to the very part of the community upon which we 
most depend for enterprise and for willingness to back new 
concerns. 

Several of the above deterrents to investment have ceased 
or have greatly diminished in importance by the recovery, 
but others remain. One is the high level of costs which 
limits the ability of businessmen to discover attractive new 
investment opportunities. Even a high level of consumer 
demand may be a feeble stimulant of investment if business 
makes little money by satisfying it. Fortunately, technolog- 
ical progress can be relied upon to remove this obstacle. A 
second deterrent is the expectation that substantial increases 
in taxes will be necessary in order to provide the federal 
government with its needed revenues. This expectation re- 
duces the marginal efficiency of capital and restricts invest- 
ment. Finally, and most important of all, the propensity to 
invest has been kept low by the govenment’s policy of en- 
couraging the imposition of higher costs on industry. As I 
have indicated above this was a major innovation in the 
public policy of the country. Despite the excellent record of 
the larger concerns in adjusting themselves to rapidly rising 
costs, business as a whole has not found the adjustment easy 
to make. During the first half of 1939, industrial production 
was almost exactly the same as during the first half of 1936— 
before the 1936-1937 boom. As a result of the cost increases 
of late 1936 and 1937, however, corporate profits in the 
ghey of 1939 were 27.3 per cent below the first half 
o ; 





It must be remembered that the great bulk of the business 
of this country is still done by concerns too small to employ 
specialized research staffs. Indeed, the 2,000,000 non-agricul- 
tural enterprises in the country have on the average only 
about 13.4 employees each. Even in manufacturing almost 
half of the workers are in small concerns with 250 or fewer 
employees each. Surely it is not surprising that many 
managers should be uncertain of their ability to invent cost- 
saving methods fast enough to meet the pressure for higher 
costs and that this uncertainty; should lead managers to prefer 
short-term to long-term production plans. The low estimates 
of the marginal efficiency of capital have also led manage- 
ments to use great ingenuity in order to avoid new invest- 
ment or to reduce the necessary amount of new investment. 
The propensity to invest will not be high until the govern- 
ment carefully reconsiders its policy toward costs in the light 
of industry’s ability to meet higher costs and until business 
managers believe that they can embark upon long-range 
production plans without the fear that through government 
and trade union policy costs will increase faster than industry 
can meet them. 

VI 


The restoration of full employment will require that 
over one-fourth of the gross savings of the country be ab- 
sorbed by the housing industry. Until 1936 the principal 
deterrent to investment in residential building was the large 
amount of distress housing on the market. In 1933, from 
one-third to one-half of the mortgage debt of the country was 
in default. Despite the fact that the government has re- 
financed $5 billions of distress home and farm mortgages, 
foreclosures since 1933 have totaled $5 billions, real estate 
held by mutual savings banks increased from $291 millions in 


1933 to $683 millions in 1936, the high year. The index of 
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mortgage foreclosures, which reached a high of 395 in 1933 
(1926 = 100), dropped very little in the next two years. 
In 1934, it averaged 370, and in 1935, 366. Not until 
1936 did it drop to 274. In 1937, it stood at 205, and in 
1938, at 163. Expenditures on new housing actually dropped 
between 1933 and 1934. Even in 1935 it was only $533 
millions, less than one-sixth the level of 1929, and scarcely 
one-ninth the level of 1926. It is significant that a sharp 
jump in expenditures for new housing accompanied the 
large drop in the foreclosure rate between 1935 and 1936. 
Increasing the investment in housing is mainly a matter of 
raising the value of housing and keeping down its cost. The 
value of housing is limited by a tax rate which in 274 cities 
averaged $26.90 per thousand of true value in 1937. Trans- 
lated into an income tax, this is roughly equivalent to a 
rate of 40 per cent. Translated into a sales tax it is equiv- 
alent to a 20 to 25 per cent sales tax on shelter. Sooner or 
later we must face the fact that by concentrating the burden 
of supporting local governments almost entirely on real 
estate we are seriously narrowing the most important single 
outlet for the savings of the community and thereby restrict- 
ing the ability of our economy to give full employment. 
Unfortunately the problem of building costs (which con- 
cretely is making possible the sale of a good five room house 
for $2500 or less) cannot be simply turned over to the 
technologists to solve. The building industry lacks strong 
organizations which are interested in the price and the 
demand for the building as a whole. It is made up of 
numerous groups of producers who are interested in partic- 
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ular products, materials, or services. Although the demand 
for housing seems to be elastic at the margin, the sellers of 
the various materials and services all assume that the demand 
for their particular products is inelastic, and they are prob- 
ably correct. The assumption that the several components 
of building are inelastic in demand does no harm so long as 
competition prevails in their marketing. But in so far as the 
prices of building materials and labor are administered prices, 
they are set on the assumption that the demand is inelastic 
when, taking the building as a whole, it is elastic. This is 
why collective bargaining in the building industry has set 
wages with so little reference to market realities. A solution 
to the problem of costs in the building industry is not clear. 
The public, however, cannot indefinitely permit the prices 
which govern the largest outlet for the community’s savings 
to be administered on the assumption that the demand is 
inelastic when in fact the demand for the entire housing 
industry is elastic. 
VII 

The conclusion of this analysis is that the fundamentals of 
the recovery problem have not been altered by the war. In its 
essentials, it remains what it was in midsummer—a problem 
of raising the propensity to invest, of increasing the capacity 
of a given increase in consumer incomes to generate increases 
in investment. Recovery up to now has possessed little cumu- 
lative force precisely because large gains in consumer incomes 
(produced by government spending, by the replenishment of 
inventories, and by the making of replacements) have stim- 
ulated so little expansion of investment. Raising the pro- 
pensity to invest is a matter of raising expectations of the 
long-run return on capital. 

But although the essentials of the problem of recovery re- 
main unaltered, the war threatens to add formidible new 
obstacles to recovery. Certainly if one were today to estimate 
the prospective earnings of American industry over the next 
ten years, that estimate would be lower that the estimate one 
would have made last July. Such an estimate today might 
assume a year or two of earnings raised by war and arma- 
ments. But it would also have to take account of the prob- 
ability of a substantial rise in costs that will persist for some 
time after the war, of the deflationary effect in the post-war 
world of depreciated foreign currencies, of new tax burdens 
imposed by the expansion of our armaments. Furthermore, 
it would have to count as a probability the danger that a war 
spurt will substantially rais: building costs and thus mate- 
rially diminish the capacity of the building industry to con- 
tribute to recovery. 

I do not assert that none of these dangers to recovery can 
be avoided or nothing can be done about them. Indeed, 
it is just possible that they may turn out to be blessings in 
disguise. The very threat of new difficulties may greatly 
stimulate industrial research and it may be precisely what is 
needed to jolt the public into a willingness to face realities 
and to insist upon changes in conditions and policies that have 
long impeded investment. But the new threats to recovery 
are real and they will not be prevented or counteracted unless 
they are clearly seen and unless there is effective cooperation 
between managements, organized labor, and the government 
to combat them. 


Reprinted from the Proceedings, Volume XVIII, No. 4, January 
1940, “The Effect of the War on America’s Idle Men and Idle 
Money” published by the Academy of Political Science Columbia 
University, New York City. 
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